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WHAT BOOKS 


WILL INCREASE YOUR INVESTMENT SUCCESS 


No thoughtful investor can fail to benefit from reading one or more of the books described 
below. Our free circular, ““What Books Will Increase Your Investment Success?”’ listing more 
than 70 books for investors and traders in stocks and bonds, is sent free on request. If you tell 
us you are interested in some special phase of finance or investment or speculation, we shall 
gladly prepare a special list of financial books to meet your individual requirements. No obligation. 


“HOW TO FORECAST A BULL MARKET” 


By Carroll Tillman (of the Tillman Survey) 
244 pages—pub. at $5.00—now only ........... $3.50 


You simply cannot estimate the value to you personally 
of being able to recognize the long pull cycle turning 
points in business and in the stock market. This study 
is planned to help you, the investor, to do just that. 
Here are some typical chapter heads: ‘“‘Isolating the Major 
Trend in Common Stocks’; Limits of a Major 
Cycle Theory’; ‘‘Constructing the Fundamental Fore- 
casting Barometer to Eliminate Statistical Faults’; “‘A 
Study of Annual Group Forecasts 1928-1931"; “‘The 
Forty Most Important Industries and Their Principal 
Stocks,”” etc. Price only $3.50 postpaid. 


“WHAT MAKES STOCK MARKET PRICES?” 
By Warren F. Hickernell—199 pages...........- $3.00 


Wouldn’t you like to know more about the four types of 
stock market movements; about the three yardsticks in 
judging the market swings; about earnings analysis versus 
price action; about the typical examples of pool and 
other manipulations? Then profit by Mr. Hickernell’s 
revealing book at $3.00 postpaid. 


10 CHARTING SHEETS (82x11) FREE 


with 
“TRADING PROFITS THROUGH CHARTS” 
By Arthur Rolland—36 $1.00 


The investor who disregards charts is missing a valuable 
guide-post in steering his investment course. This little 
book (paper covers) by Arthur Rolland, author of ‘‘Trad- 
ing Profits in Low Priced Stocks” ($1.00), continues 
one of our best sellers because more and more investors 
are realizing the value of knowing chart fundamentals. 
Price $1.00 postpaid, including 10 FREE Charting Sheets 
(8 Y2x11 inches) if requested. 


“SUCCESSFUL SPECULATION IN COMMON 
STOCKS” 
By William Law—392 pages.............00005 $3.50 


The demand for this book by William Law (392 pages) 
among the Financial World’s readers was so great during 
the past nine months that the first edition was com- 
pletely exhausted. The publisher was obliged to print 
a second edition which is now off the press (Revised 
Edition—May 15th). The technique of stock specula- 
tion is here analyzed and explained. Also the essential 
risks and how those risks may be reduced to a minimum. 
Among the interesting subjects discussed are: ‘‘Stop 
Orders,”’ ‘“‘Chart and Tape Reading,’’ ‘‘Margin Trading,” 
“Technical Condition of the Stock Market,”’ ‘Influences 
Affecting Stock Prices,’ ‘“‘A Sound Policy of Specula- 


“STOCK MOVEMENTS AND SPECULATION” 
By Frederic Drew Bond—211 pages............ -$2.50 


Frederic Drew Bond, also the author of ‘Success in Secur- 
ity Operations’’ (price $3.50), wrote this book in 1928, 
added important material based on the market crash of 
1929 and put out this second edition. Both the New 
York Times Annalist and Col. Ayres, of Cleveland Trust 
Company, have pronounced it ‘‘the best book yet written 
on stock speculation.’ $2.50 postpaid. 


“TAPE READING AND MARKET TACTICS” 
By Humphrey B. Neill—232 pages.............. $3.00 


If you are interested in the intermediate swings of the 
market, you will find it interesting and helpful to study 
the views and theories of Mr. Neill on: rules that govern 
the market; what is behind the ticker tape; meaning of 
volume; stock market technique; telling when top is 
reached; market poise; importance of the time element; 
value of charts, etc. Published at $3.75—limited cash 
price $3.00 postpaid. 


“THE COMING BOOM IN AMERICAN 
SECURITIES” 


Mr. Angas has been right in four out of five major fore- 
casts since 1920: the coming currency collapse in Europe 
(books of early 1920's) ; coming collapse in rubber (book 
of 1926) ; the coming rise in gold shares (book of Febru- 
ruary, 1931); and the coming 1933 rise in Wall Street 
(book of April, 1933). His latest book, ‘‘The Coming 
Boom in American Securities,’’ recently announced in 
London, will be on sale here in about two weeks. Price 
uncertain, but we are accepting advance orders at $2.50, 
postpaid, with adjustment later, if price is more or less. 


“STOCK MARKET THEORY AND 
PRACTICE” 


By R. W. Schabacker—(875 pages)—published at 
$7.50—Limited Cash $6.00 


When a financial book goes to press the tenth time it 
means that it is meeting a popular demand. Such is the 
record of Mr. Schabacker’s book—the tenth edition was 
just issued last month. This unusually comprehensive 
book, by Forbes’ Financial Editor, is planned to help 
both the investor and the speculator. Nearly 100 pages 
are devoted to interpretation of vertical line charts. 
There -are 105 charts and graphs to illustrate the text. 
The 27 Chapters cover a wide range of useful stock 
market information, including ‘Stock Exchange Credit 
and Marginal Trading,’ ‘‘Odd-Lot Dealing,’’ ‘‘Introduc- 
tion to Stock Analysis,”’ ‘‘The Technical Side of the 
Market,” ‘‘Taking the Worry Out of Trading,’ etc. 
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In Coming 
Issues: 


Ir HAS become increasingly ap- 
parent in recent weeks that the stock 
market is being governed more by 
investment fundamentals than by 
speculative hopes, and with Federal 
control little more than a month 
away it is likely that the metamor- 
phosis will become even more marked. 
Thus more than usual importance 
attaches to the “stocks for income” 
that have appeared here from time 
to time, and a new group will be 
presented in an early number. 


Tue translation of a 23 per cent 
gain in sales into an increase of 
better than 100 per cent in earnings 
is like finding a nugget these days, 
but one important enterprise was 
able to show that in its latest six 
months’ statement. The common 
stock, which is active on the New 
York Stock Exchange, does not seem 
to be fully adjusted to the improve- 
ment that has been witnessed. Al-— 
though it pays a dividend, the yield 
is not particularly attractive. Fur- 
ther earnings gains, however, would 
warrant an increase in the current 
rate, which affords about four per 
cent. 


ReEcENT price readjustments have 
again placed a number of preferred 
stocks at levels which afford fair 
yields and which are below call 
prices. Issues of companies which 
are covering dividend requirements 
by a good margin, and hold the 
promise of continuing to do so, are 
more than ordinarily attractive at 
the present time, and a group of 
such stocks will appear at an early 
date, 
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The Margin Requirement Yardstick 


HIS is the fourth of a series of compilations of the lowest prices on common and preferred stocks from July 1, 
1933, which are necessary as one of the measuring sticks for margin requirements. 
Comparison of these prices with the low price of 1934 will determine the lowest price at which a stock has 
**Margin Requirements” 
1934 the initial extension of credit shall be an amount not greater than whichever is higher of: 
cent of the current market price of the security, or (2) 100 per cent of the lowest market price of the security 
during the preceding 36 calendar months, but not more tian 75 per cent of the current market price. 
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The 
Market Situation 


F URTHER intensity of the drought situation in the 
Mid-west proved to be too big a factor for stock prices 
to ignore despite the remarkable manner in which they 
had acted in the face of other disquieting news of the 
previous several months. Fresh unsettlement in Europe 
doubtless had something to do with the decline, but that 
development seemed of minor domestic significance in 
comparison with other influences here. Continued labor 
troubles, together with the marked reluctance on the 
part of the Administration to do anything that might 
alienate the labor vote, have certainly done nothing to 
improve the confidence of businessmen although actual 
trade figures have been holding up as well as could be 
expected when it is remembered that comparisons with 
a year ago are made with a period when business was 
still showing unseasonal gains. Wednesday’s speech by 
the chairman of the Securities Commission contained 
highly reassuring statements, but they came too late to 
stem the decline. 


F OR the first three days of the week Wall Street xept 
its eyes glued on the June 2 “resistance level” of the 
industrial stock price averages in the hope that that 
level would not be broken. The preceding Friday the 
rails had decisively penetrated their theoretical re- 
sistance point, and “confirmation” by the industrials 
last Thursday brought selling by those whose opera- 
tions are governed by the technical action of the market. 
According to one of the most popular market theories, 
the next testing point would logically be the October 21 
level for the industrials, and that of October 19 for 
the rail averages. Of course, any one of a wide variety 
of developments could occur to turn the price trend 
decisively before those points were approached. 


Arrer all, current and prospective corporate earn- 
ings are the factors that finally determine the course 
of stock prices. Even in the face of the drought con- 
ditions, it is certainly too early to say that there will 
be no autumn business revival. In fact, present indica- 
tions are that fall improvement could with little diffi- 
culty approach the usual seasonal proportions if im- 
mediate improvement in weather conditions are to be 
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seen, and if the Government speeds up the expenditures 
planned for the next several months. Looking at the 
situation from a longer term viewpoint, the Administra- 
tion is faced with two alternatives in its pledge to 
bring about price recovery and improvement in busi- 
ness. It can allow business to proceed on its own way, 
untrammeled by further experimentation and aided by 
the relaxation of some of the handicaps that have al- 
ready been placed in the path of recovery, or it will 
turn further to the “left” in its monetary policies. 
Either course will ultimately bring about materially 
higher prices for stocks than exist now. 


In THE meantime, those who are willing to face the 
possibility of temporarily lower prices seem warranted 
in maintaining their holdings of the better grade of in- 
vestments. New purchases could well be deferred until 
signs of price stability appear, and analyses in this 
issue should be read with that thought in mind. There 
appears no reason for the investor to change his bond 


_ policy, and the better medium grade issues continue to 


have profit possibilities over the longer term. 


The Trend of Things 


Digest and interpretation of busi- 
ness and financial developments 


Earnines: Corporate earnings reports being re- 
leased now in considerable volume leave little doubt 
concerning the state of business as compared with a 
year ago. Not only are sales volumes being reported 
at higher levels (the first dozen industrial companies 
to report their sales sold 35 per cent more goods in 
the first half of this year than in the same period of 
1933), but sales gains have been in many cases trans- 
lated into much wider percentage gains in profits. 

Comparisons of second quarter results with those 
obtained in the initial three months of this year 
disclose earnings recessions in numerous instances. 
Almost without exception such declines (if they are 
other than seasonal) can be traced to the higher costs 
of doing business as the months progressed. Rising 
operating costs will doubtless be with us for 
sometime to come, but in future months the pace of 
the ascent should be more moderate than that wit- 
nessed during the past year. While it is of course 
too early to venture predictions concerning second 
half year earnings for many enterprises, it is impor- 
tant to note that general business during the latter 
months of 1933 was declining, and that for many 
companies the period was one of more or less con- 
fusion while codes and agreements were being 
straightened out. 


Austria: The discussion of the foreign bond situa- 
tion, which appears on page 102 and which was written 
prior to last week’s disturbances in Austria, becomes of 
increasing importance in view of the revolt in that coun- 
try. Further political difficulties in Europe would not 
be surprising, and because of that possibility as well 
as the unsatisfactory economic situation existing in 
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numerous countries there, the opinion is repeated that 
American capital can find safer use in domestic securi- 
ties than in the bonds of overseas countries, 


Ramroaps: Although for several weeks follow- 
ing the signing of the railroad pension bill the rail 
shares did little worse than the market as a whole, 
the leadership of that group in the recent decline in 
the general market was widely attributed to the added 
costs to result from that legislation. Of course, the 
roads have announced that they will ask for a ten 
per cent increase in rates to offset the pension costs, 
the wage restorations and the higher prices being 
paid for fuels and materials, but it seems very likely 
that even if some increase is granted, it will not be 
applied to all classes of traffic. 

The matter of compulsory pensions will inevitably 
be taken to the courts, but considerable time will 
have to elapse before a definite decision is reached. 
In the meantime, it cannot be denied that the rail 
shares have lost an important portion of the specula- 
tive attraction that they have had until now. Any 
further commitments in the rails should be more 
highly discriminating than was even previously nec- 
essary, and one should not have more than a quite 
moderate proportion of his total funds therein. 


Reran TRADE: Current retail sales are reported 
to be running slightly behind the volume of corres- 
ponding weeks of a year ago, although this is a 
situation that should carry little surprise. General 
business at this time last year was at its peak, and 
retail trade was in an upward trend that (adjusted 
for seasonal) did not culminate until August, which 
month showed a gain of better than 15 per cent. 

So far as retail profits are concerned, it is improb- 
able that current sales volume, although approximat- 
ing that of a year ago, is affording the same level of 
earnings. In the first place, operating expenses have 
increased, and in the second place retail prices at this 
time last year were being increased faster than the 
actual cost of the goods to the distributors, thus in 
many cases providing significant inventory profits. 

The profit outlook for department stores and simi- 
lar enterprises is more confused than usual at this 
time of the year. Later developments may materially 
change the picture one way or another, particularly 
in view of the fact that 60 per cent of sales usually 
are realized in the last six months of the retailer’s 
fiscal year. Liquidation of the better issues in the 
group does not appear warranted, but they must be 
regarded as in an uncertain position with respect to 
further near term earnings gains. 
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SEC Head Reassures 
Business and Markets 


Chairman Kennedy of the Securities Exchange 
Commission promises needed reforms without 
political publicity. 


Tue many business men and investors who ex- 
pected words of reassurance and encouragement from 
Chairman Kennedy of the Securities Exchange Com- 
mission in his National Press Club speech were not 
disappointed. Details of the SEC’s policies could 
not be presented, as only preliminary steps have been 
taken toward the formulation of the many rules and 
regulations which will give practical effect to the 
important sections of the law which do not go beyond 
stating general aims and giving broad permissive 
powers to the Commission. Although many cynics 
of the market place are always suspicious of gen- 
eralities, the tone of Mr. Kennedy’s expression was 
most sincere, and if the broad policies which he 
enunciated are consistently followed in the Commis- 
sion’s acts and rulings, the work of ‘this body should 
prove to be a decidedly constructive force, and the 
SEC’s reign, instead of developing into that of an 
oppressive tyrant, should be equivalent to a wise, 
fostering guardianship. 


Ma. KENNEDY’S message consisted in large part 
of statements of things the commission would not do, 
Probably the most significant and reassuring sentence 
in the speech is the following: “We shall not sit as a 
prosecutor, hopeful of bringing in a verdict of guilty.” 
Possibly this attitude provides a full explanation of the 
reasons for the selection of Mr. Kennedy, rather than 
Mr. Pecora, as chairman of the commission. Mr. 
Pecora’s talents have been exhibited mainly in the role 
of prosecutor, and a regulatory commission which func- 
tioned mainly in the capacity of a prosecuting body 
would soon bring the markets to a state of stagnation 
which would make the recent dull days’ volume seem 
like a heavy turn-over by comparison. To state that 
this might have been the result under another type of 
leadership does not appear to be an exaggeration in 
view of the very broad powers given the Commission, 
and the tendencies characteristically displayed by many 
other governmental regulating bodies. 


Mosr students of administrative law seem to be 
agreed that its failures have been largely the result of 
the tendency of regulatory commissions to assume and 
to emphasize the functions of a prosecutor rather than 
to maintain the ideal of a judicial Viewpoint. This 
type of approach to regulatory problems has been very 
much in evidence in the public utility field where gov- 
ernmental regulation by commission has been estab- 
lished over a period of years. It is perhaps not too 
much to say that some state commissions have regarded 
practically all of their regulatees as culprits. If the 
SEC were to regard all participants in the security 
markets as actual or potential criminals merely because 
of the skullduggery of a few, legitimate security busi- 
ness would soon come to a standstill in this country. 
Consequently, it is refreshing and reassuring to hear 
the head of the Commission say, “We want to see the 
security business .. . go forward on a broad scale,” “We 
think of ourselves as the means of bringing new life 
into the body of the security business,” and “We regard 
ourselves as partners in a cooperative enterprise”. Also 
significant were the chairman’s statements to the effect 
that “its (the commission’s) task is essentially techni- 
cal” and that its job is one “that must be done in a 
businesslike way without political publicity of any 
sort.” 
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LTHOUGH not finally enacted 

into law until June 6, The Se- 
curities Exchange Act of 1934 con- 
stituted a threatening cloud over- 
hanging ‘the security markets from 
the time early in the year when it 
became clearly indicated that the 
Administration desired to have such 
regulatory legislation enacted by the 
Seventy-third Congress. In its 
original draft the Fletcher-Rayburn 
Bill, as it was known, contained such 
rigid provisions concerning margins, 
use of credit and other aspects of 
exchange procedure, and provided 
such sweeping powers of commission 
control over the private business acts 
of corporations that it aroused wide- 
spread opposition in business and in- 
dustrial circles as well as in the fin- 
ancial community. It was feared 
by many that in their zeal to elimi- 
nate abuses the reformers would so 
restrict and hamper markets as to 
destroy their necessary economic 
functions as a part of the machinery 
for financing industry and as a ready 
market place for the millions of in- 
vestors of the country. For the 
most part these fears were not real- 
ized in the final form of the act, but 
there has remained some restrictive 
influence upon trading activity in 
the prohibitions against manipula- 
tive practices such as were formerly 
used by pool operators and against 
the use of inside information by 
corporation officials and large stock- 
holders. 


How Much Pool Activity? 


There are no figures availeble to 
indicate what proportion of daily 
market activity might on the average 
be ascribed to professional trading 
operations by pools and insiders. It 


_ An Appraisal of 
Future Market Activity 


Is there any casual relationship between the enactment 

of stock exchange control legislation and the very low 

level of market activity of the past few months? Is 

the investor faced with the prospect of permanent 

change in markets which may seriously impair the 
ready marketability of his holdings? 


cient time has elapsed for policies 
and practices to become somewhat 
established there is bound to be a re- 
straining influence upon all types of 
speculative activity. 

Much more than in the past have 
the markets of recent weeks lacked 
the normal stabilizing influence of 
speculative buying and selling orders 
below and above the current quota- 
tions, and to a less extent than nor- 
mally has there been a significant 
short account to cushion intermedi- 
ate declines. In so far as these con- 
ditions have been brought about by 
the Securities Exchange Act the re- 
strictive influence will in part re- 
main permanently and will in part 


‘be alleviated with the passage of 


time. However, other important 
forces have been, as always, exerting 
their influence upon market activity; 
and the present situation and its im- 
plications for the future can only be 
properly understood in the light of a 
long range perspective such as is 
afforded by the accompanying chart. 

Comparison of the graphs of the 
Dow-Jones averages and the monthly 
stock transactions confirms that in 
general activity tends to expand in 
the long range upward movements 
and to contract to smaller propor- 
tions when the market is reflecting 
depressed business conditions. This 
relationship is affected by other long 


range trends such as the expansion 
in number of issues listed and the 
correlated growth in number of 
shares listed. The latter is not 
shown on the chart, since the avail- 
able statistics go back only to 1925. 
In the prosperity period from 1925 
to 1930, shares listed increased much 
faster than the number of issues 
listed due to stock split-ups, stock 
dividends and rights. Shares in- 
creased by some 200 per cent while 
issues gained by only about 40 per 
cent. Along with this expansion 
went a substantial increase in the 
number of stock investors in the 
country. Comprehensive figures to 
measure this increase are not avail- 
able, but an indication of its propor- 
tions may be secured from the sta- 
tistics of American Telephone & 
Telegraph, which is one of the most 
widely held of our common stocks. 
From 1925 to 1932 this company’s 
stockholders increased by 100 per 
cent, a rate of gain intermediate be- 
tween that of issues and shares listed. 


More Public Ownership 


Thus the volume of stock transac- 
tions of the past decade or more has 
had a fundamental supporting eco- 
nomic factor in the increased owner- 
ship interest of the people in the 
businesses and industries of the 
country. This trend was temporarily. 
reversed by the depression, but only 
in moderate degree, and it is not at 
all likely that the public will relin- 
quish its ownership interest to any 
important extent; the reverse is 
more probable, and the protection of 
the interests of the average investor 
through elimination of unfair 
manipulation of stock prices will in 
the long run encourage the trend. 

The average volume of trading of 
the first half of this year includes 
rather diverse monthly figures, as do 
most of the averages for previous 
years. The first quarter averaged 
47 million shares per month and the 

(Please turn to page 119) 
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seems unlikely, however, that more 
than 20 to 25 per cent can normally 
be accounted for in this way, and 
even a complete elimination of such 
a proportion would not normally con- 
stitute a serious handicap to a rea- 
sonable commerce among investors 
and legitimate speculators. Many 
discretionary powers in formulating 
and administering regulations have Py 
been left to the new Securities and n tHitttthitia rt ttt 
Exchange Commission and the Fed- 1881 1885 1890S 
eral Reserve Board, and until suffi- 
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Should Foreign Bonds Be Held? 


The rapidly changing outlook in Europe requires keen 
discrimination in the selection of foreign bonds. 


F a total face value of some 

$8 billions of foreign bonds 
issued and outstanding in the United 
States, over $3 billions are currently 
in some sort of default. It is sig- 
nificant and not a mere coincidence 
that practically all those in default 
are secured by all kinds of pledged 
taxes, custom revenues and other 
sources of income of the respective 
states or political subdivisions. On 
the other hand, the foreign bonds on 
which service has been maintained 
uninterruptedly are in the aggregate 
those where the bond indenture 
simply states that the issue repre- 
sents a “direct obligation” of the 
issuing government, or contains the 
sco called “negative pledge clause” 
assuring that issue similar status 
with all future loans as to claims 
on specific revenues. 


“Negative Pledge” Bonds 


The latter clause is found in the 
bond indentures of issues of Argen- 
tina, New South Wales, Queensland, 
Denmark, Norway, Finland and in 
some issues of Japan, whereas coun- 
tries like Great Britain, Canada, 
Australia, France and Italy have 
been able to place their bonds with- 
out any specific security. 

The most flagrant case of viola- 
tion of solemn pledges is the recent 
refusal of Germany to honor the 
coupons of the Dawes and the Young 
loans, aggravated by the discrimi- 
natory treatment of the various 
creditors. In making individual 


settlements with Great Britain and 
Holland (although under the threat 
of confiscation of German balances 
in these countries), Germany di- 
rectly violated the agreements which 


The Big Question on the Map 
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provide for equal treatment of all 
creditors. It has been argued that 
in this case Great Britain in forcing 
an individual agreement superseding 
the Dawes and Young loan contracts 
has practically destroyed these con- 
tracts. It must be remembered that 
Great Britain in 1924 invited the 
United States to participate in the 
Dawes loan under the guarantee of 
equal treatment for American in- 
vestors. Taking a position similar 
to that of Great Britain with Ger- 
many, the United States for instance 
could force Brazil to pay fully 
American holders of Brazilian bonds 
because of Brazil’s favorable trade 
balance with this country. Such a 
policy would be detrimental to 
Brazil’s foreign trade and especially 
harmful to Great Britain. 
Developments in the foreign bond 
field during recent years have taught 
one lesson, that solemn pledges of 
taxes and other sources of income 
are meaningless except for offering 
a good point to the bond salesman. 
Military intervention is impractical 


for the collection of debts and be- © 


cause foreign governments are sov- 
ereign entities, court action can not 


be instituted in case of default, 
Even when creditors’ representatives 
have been in charge of the collection 
of the pledged revenues, they some. 


‘times have been sent home and the 


revenues diverted for domestic pur. 
poses. Consequently of all the eri. 
teria for the quality of foreign bonds 
there remain only two, the debtor's 
willingness and his ability to pay, 

Such disturbing influences ag 
Hitlerism in Germany, conditions of 
economic stress in Italy and Japan’s 
military adventures in the Far Kast, 
continue adversely to affect quota- 
tions for the respective bonds, 
Looking at the foreign bond situa. 
tion in its broader aspect, and 
particularly keeping in mind the 
economic and governmental unsettle- 
ment that is almost universal 
throughout Europe, the conclusion 
seems inescapable that the Ameri- 
can investor can probably utilize his 
funds with more safety and less 
worry in domestic securities. Not 
that all European countries are 
headed for war or economic disaster, 
but developments of that nature di- 
rectly affecting only several coun- 
tries would have their repercussions 
on the prices of the bonds of other 
neighboring nations. The greatest 
of discrimination was at all times 
essential to investment security in 
the foreign bond group. Just now 
it would appear that avoidance of 
the foreign field, as a general prin- 
ciple, is warranted. 


Aircraft’s Revenues Pared 


The reorganization of United Aircraft is a step in the 
right direction, but are the shares attractive? 


IR mail service report of the Post 
Office Department covering the 
month of May, 1934, reveals that 
revenues of United Aircraft from 
this source have been materially re- 
duced from a year ago. United be- 
gan transportation of mail on May 
8, following cancellation of all con- 
tracts by the Post Office Department 
in February. In the last three 
weeks of May, United received $174,- 
795 compared with $539,000 in all 
of May, 1933, which when prorated 
represents a reduction of about 57 
per cent. This sharp decline is di- 
rectly traceable to loss of the com- 
pany’s Chicago-Dallas air mail route. 
On July 11, stockholders of United 
Aircraft approved dissolution of the 
present company and a plan of 
reorganization which calls for forma- 
tion of three independent units. 
These will be known as the United 
Air Lines which will take over all 
transport facilities of the present 
company, United Aircraft Company, 
which will consolidate all eastern 
equipment manufacturing companies 
and the Boeing Aeroplane Company, 
which will succeed the existing Boe- 


ing Aeroplane Company and the 
Stearman Aircraft Company. Under 
the plan of reorganization, each 
share of common stock of United 
Aircraft is exchangeable for a vot- 
ing trust certificate representing 
one-half share of United Air Lines, 
one share of United Aircraft and 
one-fourth share of Boeing Aero- 
plane. As this must ultimately re- 
sult in the elimination of presently 
outstanding shares of United Air- 
craft & Transport, a position therein 
does not appear desirable. 


Army Aircraft Orders 


The report of the War Depart- 
ment’s aviation committee, issued 
last week, recommends among other 
things a material expansion in the 
army air force. Ordinarily this could 
be construed as forecasting larger 
profits for the aviation manufactur- 
ing companies over the longer term. 
However, until the present Adminis- 
tration shows greater willingness to 
foster growth of the industry, little 
bullish interpretation can be placed 
upon the program. 
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Five Attractive Preferred Stocks 


A selection of five utility operating company preferred 
stocks possessing attractive speculative merit. 


HE steady gains in operations 

and earnings of the actual pur- 
yeyors of electricity since the closing 
months of 1933 have materially im- 
proved the investment standing of 
the preferred shares of operating 
utility companies. Although such 
jssues have first call upon earnings, 
after operating company debt serv- 
ice, and usually occupy next to the 
top rung in the consolidated capital 
structure of the typical utility set- 
up, market prices of the larger num- 
ber have been adversely affected by 
political and economic developments 
and many issues can still be had on 
a comparatively high yield basis. 

While any issue offering a return 
on investment much in excess of 6 
per cent often contains at least some 
measure*of speculative risk, the long 
range view of the utility situation 
in this country quite definitely in- 
dicates that the majority of operat- 
ing companies’ preferred shares are 
of inherently sound investment 
caliber and this should ultimately 
find reflection in the market prices 
for such issues. 


Evils Being Eradicated 


During the recent past drastic 
steps have been taken by utility 
managements, political bodies and 
the regulatory agencies to eradi- 
cate some of the evils which grew 
up within the industry during the 
expansion period. In all such re- 
adjustments, however, the rights 
of operating company preferred 
stockholders have been fully pro- 
tected. The lower limits of a rate 
base fixed by regulatory bodies have 
never been set below combined par 
value of an operator’s bonds and pre- 
ferred stocks and as this figure is 
frequently regarded as the fair value 
of the properties by public agencies, 
preferred stock investment is ade- 
quately protected in cases of acquisi- 
tion by municipalities or other gov- 
ernmental agencies. 

Five utility operating company 
preferred stocks have been selected 
as possessing attractive speculative- 
investment merit, and are presented 


in the accompanying tabulation. 
Since the first of the year all com- 
panies have shown’ encouraging 
gains in gross and net. All enjoy 
sound financial positions and have 
the sponsorship of financially strong 
parent concerns. Territories served 
by these companies are beyond the 
pale of areas affected by the Federal 
government’s “yardstick” ventures 


and are favorably situated in respect 
to actual or prospective competition 
from municipal systems. All issues 
are traded on the over-the-counter 
market in New York and accordingly 
do not enjoy the degree of market- 
ability required by some buyers of 
highest grade investment issues, al- 
though the market for each is suffi- 
ciently active to meet the require- 
ments of the average long term 
investor. Although speculative in 
character, as is indicated by the high 
yields offered, they may be given 
consideration for purchase by those 
in a position to assume ordinary 
“business man’s risks” and hold for 
the longer term. 


New Cnnlinals for Southern Rails? 


Shares and junior bonds of the southern railroads 
appear to have been singled out for selective selling 


during the recent decline. 


N a percentage basis, the south- 

ern railroads reported a gain 
in operating earnings in 1933, as 
compared with 1932, larger than 
that of any other group of American 
rail carriers and recorded striking 
further improvement in the first 
quarter of the current year. More 
recently the gains have given way to 
minus signs, and the leadership of 
the shares and junior bonds of 
southern roads on the decline in rail 
securities which began about three 
weeks ago would superficially appear 
to indicate a reversal in the fortunes 
of these carriers and misgivings con- 
cerning their prospects for the last 
half of 1934. Under these circum- 
stances, a study of developments af- 
fecting the railroads of the South 
seems to be in order. 

For the first 13 weeks of 1934, the 
southern roads as a group showed a 
gain of 16.5 per cent in car loadings, 
which was not far below the national 
average, but for the second 13 weeks 
period the increase over 1933 was 
only 2.2 per cent, which was the 
poorest comparative record of any 
region except the Southwest. Dur- 
ing the four weeks ended July 7, 
there were decreases in several 
regions, but the southern roads 
showed the largest decline. The 
largest carrier, the Southern Rail- 
way, reported a decline of 10.5 per 


FIVE OPERATING UTILITY PREFERREDS 


Book Value of 


Property inex- Par Value Per Share 
cess of ded of Preferred Market earnings 
Issue debt ny Price Yield 1933 
( 

Consumers Power $5cum...... $112,891 $70,007 72 6.9% $9.88 
Idaho Power $7cum........... 23,75: 6,646 79 8.9 11.89 
Ohio Edison$7cum.......... ‘ 44,459 29,667 76 9.2 11.70 
Pub. Service of Colorado $7 cum. 34,035 10,243 78 8.9 20.73 
Utica Gas & Electric $7 cum.... 7,0 0,000 75 9.3 9.64 
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What does this mean? 


cent in revenue traffic in four weeks 
ended June 30 and has since reported 
even wider losses. 

These declines in traffic have been 
accentuated in monthly reports of 
operating earnings. The Southern 
and the Illinois Central both re- 
ported drops of about $500,000 in 
operating net for May and later re- 
ports are expected to show even 
more unfavorable comparisons with 
like 1933 months. But it must be 
remembered that the late spring and 
summer months of 1933 established 
a high basis of comparison. There 
was an unusual bulge in the traffic 
of the southern carriers in June and 
July of last year resulting from the 
spurt in cotton mill activity and the 
general stimulation to business pro- 
vided by the first reactions to NRA, 
expectation of inflation, and other 
factors. Thus the minus signs need 
be disturbing only if they continue 
into the months which in 1933 wit- 
nessed the reaction from the sum- 
mer boom. 


Increased Maintenance Outlays 


Another factor of importance 
which affects the monthly earnings 
statements is found in the increased 
outlays for maintenance of way and 
equipment which some of the south- 
ern roads effected prior to the wage 
increase which went into effect on 
July 1. Increases in maintenance 
expenditures can be regarded con- 
structively from the shareholder’s 
viewpoint although they cut into op- 
erating net. Costs of materials and 
supplies have increased, but this is a 
condition common to all sections of 
the country. 

Although the concentration of 
economic activity in cotton and cot- 
ton textiles in the South is not as 
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marked as in former years, these in- 
dustries are still predominant in a 
large part of the territory served by 
the Southern Railway and the Illi- 
nois Central. Cotton cloth produc- 
tion has slumped badly in recent 
weeks, the index of the New York 
Times having declined to 55.8 from 
figures above 90 in May and early 
June. The Census Bureau reports 
that the cotton spinning industry 
operated at 72.7 per cent of (theo- 
retical) capacity in June, as against 
98.2 per cent in May, 1934, and 129.1 
per cent in June of last year Sta- 
tistics will probably be even more 
unfavorable for July, in view of 
labor troubles and other factors. 
But the decline is fundamentally 
healthy since a top-heavy statistical 
position is being corrected as sur- 
plus stocks are worked ofl. 

Counterbalancing the slump in the 
manufacturing end of the cotton 
business, the current high prices for 
cotton augur well for the cotton pro- 
ducers of the South. Recent quota- 
tions above 13 cents a pound were 
largely the result of severe drought 
in the cotton growing areas of 
Texas, Arkansas and Oklahoma, 
which will cut down the yield in 
those sections very seriously. The 
condition of the crop in the states 
east of the Mississippi River is 
much better, and the producers in 
that area will benefit from the mis- 
fortunes of the southwestern grow- 
ers. Despite the Bankhead Bill, a 
substantial amount of cotton will be 
sold in the southern states, and if 
the recent 13-cent level holds, this 
should mean relative prosperity for 
many communities. 


Status of Individual Reads 


The southern carriers share the 
difficulties created for all steam rail- 
roads by higher material and supply 
costs resulting from NRA policies, 
wage increases and the pension bill, 
but the outlook for this particular 
section of the country does not rp- 
pear so drab, nor the position of the 
leading railroads so precarious, as 
to warrant selective selling of their 
securities. The Southern Railway’s 
stocks are decidedly speculative, but 
the company’s financial position is 
fairly good and the road should 
cover fixed charges for the full year 
1934. The same may be said of 
the Illinois Central except that this 
road’s current balance sheet position 
is materially stronger. Shifting coal 
traffic, discussed in the July 18 issue 
of THE FINANCIAL WORLD, is affect- 
ing the Louisville & Nashville to 
some extent, but this road should 
show a good gain in earnings over 
1933, and its financial position is ex- 
ceptionally strong. 
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An Investment Program for Recovery 


The second of series of three articles which began last 
week under the title “Which is Coming—Recovery or 
Inflation?” 


N THE period of the past year 

and a quarter we have witnessed 
three definite steps in the direction 
of monetary inflation, namely the 
dollar devaluation, the silver pro- 
gram and the huge expansion of 
Government debt. Thus recovery to 
date has been stimulated at least in 
part by inflationary tactics, and the 
continuance of seriously un- 
balanced Federal budget leaves open 
the possibility of the Government 
being eventually forced into even 
greater inflation moves. At present, 
however, this is a remote contingency 
rather than an immediate one, and 
the average investor should now be 
more concerned with the determina- 
tion of the most suitable program 
for himself in line with the indicated 
probability of a continued trend to- 
ward economic recovery accompanied 
by some further stimulation of .in- 
flationary character emanating from 
the above mentioned factors. 

There is of course no uniformity 
of investment requirements among 
investors as a class and it is impos- 
sible to specify any one or two 
definite types of programs which will 
adequately cover the field. The 
classification of widows and orphans 
embraces those who are completely 
dependent for their living upon the 
income from invested capital and 
who would find it practically im- 
possible to replace loss of principal 
or interest with personally earned 
income. Such individuals will at all 
times keep their capital in high 
grade investment issues, for the 
most part bonds. Even in the face 
of clearly indicated business recovery 
they will devote at most only a 
relatively small percentage of total 
capital to the field of common stocks, 
and such commitments will be limited 
to the more conservative dividend 
paying issues. 


Promising Senior Securities 


There are almost unlimited varia- 
tions in investment status and re- 
quirements between this class and 
the type of businessman investor 
who has adequate present and pros- 
pective income from personal earn- 
ings or high grade investments and 
also has funds available to devote to 
capital building. Many of this latter 
type may be warranted, when a 
period of recovery is indicated, in 
placing up to 80 per cent or more 
of their security commitments in 
selected common stocks. As a gen- 
eral rule, however, it seems advisable 
for most investors to have a sizable 


backlog of senior securities of ip. 
vestment grade, but the determina. 
tion of the proper proportion ig 
essentially an individual problem, 
The following bonds and preferred 
stocks are suggested as suitabie for 
this purpose and as a guide for the 
individual in meeting his own re. 
quirements. 


Cleveland Union Term. 44s 1977 
Commonwealth Edison 4s F 1981 
Inland Steel 44s B 1881 

Kansas G. & E. 44s 1980 
Morris & Essex 43s 1955 
Oregon Wash. RR & N 4s 1961 
Pacific G. & E. 44s 1957 

Penn. Power & Lt. 44s 1981 
Consol. Gas of N. Y. $5 pfd. 
Pub. Service of N. J. $5 pfd. 
Safeway Stores $6 pfd. 

United Gas Improvement $5 pfd. 


A Selection of Common,Stocks 


In the selection of common stocks 
in anticipation of recovery the pri- 
mary consideration will be enhance- 
ment of capital rather than dividend 
return, except perhaps in spme in- 
dividual cases which approach the 
widow and orphan classification. 
For the latter suitable selection 
might be made from such stable in- 
come producers as American Chicle, 
Bon Ami class A, American Stores, 
American Tel. & Tel., Endicott John- 
son, General Foods, General Mills 
and United Biscuit. For most com- 
mon stock investors, however, the 
effort will be to select sound repre- 
sentatives of industries which appear 


still to have most of their recovery . 


progress ahead of them or which 
appear to have the greatest develop- 
ment potentialities through new 
products or processes. On this basis 
greatest emphasis may be placed 
upon such groups as steels, non- 
ferrous metals, building supplies, 
machinery and chemicals. The fol- 
lowing stocks comprise a_ partial 
selection of suitable issues from these 
groups. 


Allis-Chalmers Foster Wheeler 
American Cyanamid General Motors 
American Radiator Howe Sound 
American Smelting Ingersoll Rand 
American Rolling International Cement 

Mil International Nickel 
Bethlehem Steel 


International 
Bohn Aluminum Harvester 
Borg Warner 


Kennecott 
Caterpillar Tractor Phelps Dodge 
Chrysler 


Republic Steel 
Cerro de Pasco Union Carbide 


a AA 


NOTE: Discussion of the question 
of modification of investment policy 
in the event of a more clearly defined 
inflationary trend will appear in a 
succeeding article, 
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HE improvement in investment 

favor of leading metropolitan 
pank stocks since the turn of the 
year has been quite impressive, 
with the price averages for the 
group considerably better than 
those of the listed stocks. The 
American Banker index on July 24 
was 37.7, an increase of 23.6 per 
cent since December 30, 1933, as 
compared with a decline of 9.9 per 
cent in the Dow-Jones industrial 
averages in that period. 


The Recovery Explained 


The recovery from the depressed 
levels of last year can be attrib- 
uted to a number of factors. The 
most important are the modification 
of the permanent plan for the guar- 
antee of bank deposits; improve- 
ment in bond values, strengthen- 
ing portfolios; charges for services 
formerly rendered gratis; waiving 
of interest on demand deposits; 
and a general realization that the 
drastic write-down of assets was 
perhaps ultra-conservative and that 
ultimate recovery should be well in 
excess of book values. This latter 
fact is illustrated in the sale of the 
Chase National Bank’s holdings of 


Are 
Bank Stocks 
Attractive? 


A new review of the New 
York banks in the light of 
the half-year reports. 


Fox Film for a sum considerably 
higher that this asset was carried 
on the books. 

The earnings record oi the banks 
in the past six months has been 
quite good, with most of the banks 
covering dividend requirements be- 
fore extraordinary charges. The 
gain in demand deposits has con- 
tinued without a corresponding in- 
crease in loans or investments, but 
once the accumulated funds can be 
invested, the improvement in earn- 
ings will be substantial. Possibly 
the modifications to the Securities 
Act will again release new capital 
issues which are suitable for sec- 
ondary reserves and provide the 
media for these funds. 


Changes in Investment 


Notable in the second quarter 
statements is the retirement of pre- 
ferred stocks or capital notes sold 
to the RFC last December by a num- 
ber of the banks including the 
Guaranty Trust, Chemical and 
Bank of Manhattan, which will re- 
sult in a saving of charges as most 
of the institutions had reinvested 
the proceeds in RFC bonds paying 
some 13 per cent less that the serv- 


HIGHLIGHTS OF LEADING NEW YORK BANK STOCKS 


Share Earnings—— Value 
Six iene End June 30 Year Current Market Jone 30 
1934 1933 1933 Div. Rate Price 1934 

(1.02) (2.48) 

Bank of Manhattan........ $1.00 =. 48 d$0.48 $2.00 $25.97 

Bank of N. Y. & Trust...... 10.04 10.23 22.77 14.00 355 265.47 
(1.65) (4.38) 

Central Hanover........... 3.05 d4.54 d0.39 7.00 125 78.39 
(1.29) (3.42) 

d5.17 d6.24 a 1.40 26 22.54 

1.63 1.12 1.80 41 34.42 

Corn Exchange............. 1.72 d4.94 a5.47 3.00 50 41.56 
(0.89) 

Empire Trust.............. d10.28 d1.56 om = 1.00 19 18.06 

First National.............. 212.17 d33.78 (27 25 100.00 1,625 984.95 

Guaranty Trust............ 9.42 5.59 16:38 20.00 360 297.18 

0.53 0.59 0.03 1.00 17 21.54 
(1.51) (2.43) 

Manufacturers Trust....... 0.50 Nil d5.83 1.00 20 26.25 

(1.09) (2.02) 

National City d6.41 d3 .65 d6.7 1.00 25 18.63 
(4.87) (10.71) 

New York Trust............ 3. 1.85 3.06 5.00 100 68.43 


$1 extra. 
NOTE— 


tIncludes $10 extra. d Deficit. 


Figures in parentheses are before extraordinary charges where such data is available. 
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ice charges on the notes or pre- 
ferred. Some of the banks also 
found it impracticable to contMmue 
using the circulation privilege. 

Considerable patience may have 
to be exercised before effects of the 
changes of the banking structure 
can be appraised, but it does not 
appear that the implications will 
be as unfavorable as was earlier 
indicated. Many of the actions of 
the Federal Government have not 
been salutary to the investment 
position of the shares, but such 
tendencies are mcre likely to di- 
minish after the emergency period. 
has ended, than to become a perma- 
nent part of the economic order. 
While the “double liability” feature 
of a bank stock sometimes does 
arise to plague the holder of the 
shares, this factor is likely to con- 
tinue to be of only academic im- 
portance in the case of the larger 
New York institutions. The reten- 
tion of tae better shares still ap- 
pears justified, and such issues as 
New York Trust, Guaranty Trust, 
Corn Exchange and the Chemical 
are suitable for new commitments 
from the longer terms basis. Some 
investors might also give consid- 
eration to the higher priced stocks, 
such as First National and U. S. 
Trust. 


Loree’s Paper Profit 
Wiped Out 


[* WAS only a few months ago 
that Leonor F. Loree, president of 
the Delaware & Hudson, was being 
hailed as the wise old fox of the 
railroads for his 
astute purchase 
of 495,000 
shares of New 
York Central at 
an average price 
of 223 late in 
1932. One year 
later the stock 
sold at a high 
of 57, indicat- 
ing a net gain 
of 343 points or 
$17.3 millions in 
paper profits, 
Since then Mr. 
Loree cashed in 
on a profit of around $1 million by 
selling his rights to the purchase of 
New York Central bonds. 

Apparently none of the original 
block of stock has been sold and thus 
the fact that the shares dipped to a 
new low level for the year below 22 
indicated that the handsome profit 
on this huge block of New York 
Central stock had been at least 
temporarily wiped out entirely. But 
Mr. Loree usually knows what he is 
about and time will probably justify 
his retention of the stock, 


Leonor F. Loree 
Paper profit gone 
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PASSING 


IMPRESSIONS 


By EuGene Katz 


It was not by chance that the general 


Where strike was called in San Francisco. It 
is doubtful that it would have been 

Labor possible anywhere else or been as 
Flourishes = quickly effective. It knows the labor 


problem on a large scale better than 
any other city but has never learned how to circumvent 
trouble. It has had intermittent experience with mass 
revolt since the days of the original Vigilantes. 

The Pacific Coast produced the MacNamara brothers, 
associated with the blowing up of the Los Angeles Times 
and the loss of many innocent lives; James Mooney, 
accused of bombings and murders in the Preparedness 
Day Parade in San Francisco; “Big Bill’ Hayward, one 
of the founders of the I.W.W., who attempted a general 
strike at Seattle in 1919 and upon its failure fled to 
Russia, where he died. 

With all the experience that California officials have 
had with strikes and riots, each new experience finds 
them as bewildered as the last. It is hard to believe 
that they did not know that the strike was coming or 
that they could not have averted it, for preparations 
had been in progress for months without secrecy. It 
may be that labor becomes bolder and cleverer with each 
new effort and that that confounds the officials. 

Certain it is that the audacity of the leaders in the 
last strike has not been surpassed, nor for that matter 
the ingenuity of their preparations. As to the first, they 
sent word to the Governor that they would not “permit” 
the running of a small State-owned railway, and as to 
the second, even the method by which funerals could be 
conducted was provided for. While it was supposed to 
be a strictly homemade American strike, the general-in- 
chief of the labor forces was an alien from Australia, 


The question of which side in a labor 


General dispute is right is a matter of opinion, 
a and when such a question is settled by 
Strike easual appointees of political or religi- 
Weapon ous prominence it is settled on opinion 


and concessions, and each side will 
claim the referees were prejudiced. The loser will 
immediately lay plans to start the fight all over again, 
Strikes, like wars, cannot be altogether stopped, nor is 
it desirable to stop strikes. But for strikes, and the 
emergence of serfs into freemen was the result of strikes, 
labor would retrograde and soon lose many of the advan- 
tages it has taken thousands of years to acquire. 

But a way must be found to prevent a general, sym- 
pathetic strike that inconveniences entire communities 
and injures industry in wholesale. It is not materially 
different from bandits and the police shooting it out on 
a public thoroughfare and killing the enforced bystand- 
ers. In modern life labor is as rich as capital, for all 
practical purposes of a strike. Somehow labor always 
manages to obtain money for strikes, and the employ- 
ers can live serenely on good salaries and equally good 
surpluses until the storm blows over. The public—the 
innocent bystanders and stockholders—are the sufferers, 

In the end there must be in this country, if the San 
Francisco exhibition of mutual stubbornness and stu- 
pidity is not to be repeated soon, not only a national 
labor board but a Supreme Court for Labor Arbitration. 
As in commercial differences, both capital and labor will 
have to learn to abide by its decisions. The facts will 
have to be argued before and not after a strike has been 
declared. General, sympathetic strikes will be outlawed, 
The public and industry must be protected, 


106 


It was doubted on this page recently 
that Mr. Pecora would serve his term 


Pane on the Securities and Exchange Com. 
oses mission of which Joseph P. Kennedy 
Interest was made Chairman. It will be recalled 


that the Senate Banking Committee 
and Pecora, its counsel, both objected to Mr. Kennedy’s 
appointment because of disclosures that involved him 
in a pool operation. 

Though the Commission has been organized for a 
month Mr. Pecora has not attended any of its meetings 
and has “dropped in” only casually. Apparently unable 
to reconcile himself to Mr. Kennedy but not wishing to 
embarrass the Commission by his resignation and to 
place the President in the awkward position of having 
to find a successor, he solved the problem by giving 
Kennedy his voting proxy. The latter will thus be 
assured two votes out of five as well as a Chairman’s 
deciding vote. If some brokers felt uneasy with Mr, 
Pecora on the Commission, their fears of too stringent 
rulings can now be considerably abated. 

The Senate Banking Committee has issued a pamphlet 
report of its investigations that brought on the regu- 
latory commission, and the opening chapter gives the 
details of the pool that Mr, Kennedy engaged in and 
which netted the members $395,000. The proxy and 
that opening chapter are evidently in retaliation of Mr. 
Kennedy’s appointment. It would be unfortunate if 
this three-cornered fight continued. It is probable that 
mutual concessions will avert a fight. Recently Mr. 
Pecora’s assistant in the Washington investigations was 
given a good position under the Commission. 


When one reads the report of the 
Department of Commerce on private 


Repairs dwellings, as conveniently summarized 
On by the National Industrial Conference 
Dwellings Board, and reflects that the Adminis- 


tration had access to this report long 
before it was released to the public, one wonders on 
what the President based his hopes for the success of 
the Housing Act of 1934, which he was so anxious to 
have passed. Certainly the figures could not have 
encouraged him. 

Investigation of 43 medium-sized cities containing 
2.7 million people and 653,746 homes shows that 80 per 
cent of the homes are of frame construction and that 
less than one-half of the total are in need of even minor 
repairs, and only 15 per cent of structural repairs. 
While the Government under the Act will lend a maxi- 
mum of $2,000 to any individual to modernize his home, 
the average home costs less than $3,000. Five-eights 
of all homes are rented and more than half of the ten- 
ants pay less than $20 a month. On the other hand, 
nearly one-half of the homes occupied by owners are 
without indebtedness. 

On the average these homes have five rooms or less. 
Practically all have the conveniences now associated 
with American standards of living, and nearly 20 per 
cent have electric refrigeration, yet surprising in view 
of these many popular conveniences, 64 per cent still 
obtain heat from coal stoves. 

The value of all the homes in the nation in 1930 was 
$100 billions. Washington hoped to persuade owners 
to make repairs costing 1 per cent of this value, which 
would have been an enormous windfall for industry and 
labor, but the official report indicates that such an out- 
lay is not needed in times like these. 
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“Minus Yields” U.S. Bonds 


Why do some Government securities sell at prices 
yielding less than nothing? 


INUS quantities are usually 

found only in the study of 
algebra and the higher mathematics, 
but in recent months minus yields 
have appeared in the U. S. Govern- 
ment bond list. As Treasury notes 
and certificates have approached 
their maturity dates, they have often 
advanced to prices above the levels 
at which the net yield to maturity is 
zefo. This willingness of buyers to 
pay premiums large enough to more 
than wipe out the entire accumula- 
tion of interest to the maturity date 
is explained by expectation of ad- 
vantageous exchange offers. When 
the Government has a surplus of in- 
come over current expenditures, 
some or all of the maturing issues 
can be retired without refunding or 
new financing, but the trend has 
been in the other direction for an 
extended period and the Administra- 
tion’s recovery program promises 
further substantial additions to the 
public debt. Under these circum- 
stances, it is expedient to offer new 
bonds or other obligations in ex- 
change for many of those which 
mature, 


Profits for ‘‘Scalpers” 


With few exceptions, the Treasury 
does not “cut the corners” very 
closely on new issues, and it is the 
general policy to offer new bonds or 
exchange issues at prices somewhat 
under the market for outstanding 
obligations of similar coupon and 
maturity, thus assuring the success 
of the issue. Often the new issues 
are quoted at premiums of a half 
point, a point or more shortly after 
announcement. Where exchange of- 
fers are made, these premiums per- 
mit the purchasers of the maturing 
bonds to pay a premium and still 
suffer no capital loss. In fact, 
“scalpers” sometimes make a small 
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Another house of magic? 
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profit in buying the maturing bonds 
at a premium and selling the new 
issue if the latter is sufficiently at- 
tractively priced. 

Tabulations of U. S. Government 
securities currently show the various 
series of Liberty Bonds as affording 
no yield. This is because of the 
custom of calculating yields to the 
nearest redemption date. All of the 
Liberty bonds are now callable on 
three or six months’ notice. If any 
calls were issued, and the holders 
were not permitted to exchange for 
new bonds on an attractive basis, a 
capital loss or a “minus yield” would 
result as these bonds are selling at 
substantial premiums. Last fall a 
block of about $1.8 billion Fourth 


Liberties was called for redemption 
as of April 15, 1934, but the hold- 
ers were offered an exchange into 
an issue of Treasury 44s-34s, 
1943-45. As the latter issue is cur- 
rently quoted above 104, holders who 
effected the exchange suffered no 
loss. Another block of over $1 bil- 
lion Fourth 44s has been called for 
payment on October 15, but these 
bonds are currently quoted around 
1014, the premium being well in ex- 
cess of the interest to the redemp- 
tion date. The other Liberties are 
selling at prices affording satisfac- 
tory yields assuming that they will 
not be called before the final nfa- 
turity date but involving risk of 
capital loss in the event that they 
are redeemed in the near or inter- 
mediate term future. There is a 
strong probability of further re- 
demptions of parts of the outstand- 
ing Fourth 44s before maturity, but 
the uncalled bonds are quoted above 
1034. In each instance, the expecta- 
tion of favorable exchange offers is 
a strong market factor, 


Columbia River Development 
Impairs Utility Outlook 


A discussion of the new threat of overproduction of 
electricity in the Northwest and the utilities affected. 


NUMBER of years ago a promi- 
nent Eastern utility company, 
having an eye to future power de- 
velopments in the Northwest, ac- 
quired a choice power site on the 
Columbia River with the view to 
constructing a hydro-electric plant 
and selling the power to surrounding 
markets. It was found that the then 
existing power producing facilities 
were ample to care for the power 
demand and it would therefore be 
necessary to build up wholly new 
markets for the power to be gen- 
erated. Naturally, before the com- 
pany engaged in the costly under- 
taking of actual plant construction, 
it set out to establish markets for 
the power to be produced. During 
the intervening years geveral corps 
of sales engineers combed the U. S. 
and several countries of Europe, en- 
deavoring to induce industries to 
locate in the Northwest. The in- 
ducement held out was cheap power. 
The venture ended in failure and 
the project was abandoned, 

A few months after the close of 
this incident the Federal Govern- 
ment appropriated a total of $106 
millions for the construction of two 
power projects on the Columbia 
River, known as the Grand Coulee 
and Bonneville. Both projects now 
are well on the way to completion. 


Initially these two projects will add - 


some 200,000 kw. to production ca- 
pacity in the territory and ultimately 
1,890,000 kw. Present power re- 
quirements run in the neighborhood 
of 800,000 kw. while the capacity of 
already established facilities amounts 
to about 1,400,000 kw., leaving a 
surplus of about 600,000 kw, 


Companies Threatened 


The excess of production facili- 
ties over present consumptive de- 
mand in the Northwest is the largest 
of any section of the United States. 
The average rate of 1.52 cents per 
kwh, for this territory is the lowest 
in the country and compares with 
the nation-wide average of 2.87 
cents, Yet the Federal Government 
has tossed over $100 millions initi- 
ally into hydro-electric projects 
which can only result in ruinous 
competition insofar as the private 
utilities in that section afe con- 
cerned. These companies include 
Puget Sound Power & Light, subsid- 
iary of Engineers Public Service, 
Portland General Electric, subsidi- 
ary of Central Public Utility, Moun- 
tain States Power, subsidiary of 
Standard Gas & Electric and 
Northwestern Electric, Washington 
Water Power and Pacific Power & 
Light, all subsidiaries of American 
Power & Light. 
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American Telephone & Telegraph Company 


HROUGH its 24 associated companies 
which comprise the Bell System company 
operates over 13,000,000 telephones in this 
country. Long distance toll lines are oper- 
ated by parent concern. Telephone instruments and ap- 
9 supplied by Western Electric, 984 per cent owned 
y A. T. & T. 

Management is extremely capable. Policy has been to 
pay fair return to stockholders and apply surplus (in good 
years) to improvement and reduction of costs of service. 

Company has good capital structure for enterprise of 
its size: $1.8 billion of common stock ($100 par), $231.1 
millions of associated companies’ stocks and $1 billion of 

funded debt. 

AMER TEL & TEL Although dividends on the 
=) common stock have been paid 
in part from surplus during 
past two years working capi- 
tal of $138.5 millions at Decem- 
ber 31, 1933, appears adequate 
for near term requirements. 
Working capital ratio 3.3-to-1. 
Book value of common, $132.48 
a share. 

Common dividend rate of $9 
paid since 1921. 

Future years will doubtless witness some decrease in the 
rate of growth, as markets approach full exploitation. 

Stock occupies position of stable income producer, with 
more owners than any other issue in world. Appraisal 
Rating: B+. 


RECENT QUARTERLY EARNINGS PER SHARE OF COMMON: 


No. 25 


Rights on 1-for-6 basis issued in 
1926, 1928 and 1930. 


1932 -——1933 —1934— 
Mar. 31 June 30 Sep. 30 Dec. 31 Mar. 31 June 30 Sep. 30 Dee. 31 Mar. 31 
$2.08 $1.95 $1.90 $1.89 $1.72 $1.83 $1.88 $1.94 $1.77 


The Baldwin Locomotive Works 


ONE of two largest locomotive builders 
in United States; normally obtains about 
half of total orders in this field. Sub- 
sidiaries manufacture heavy castings and 
forgings, hydraulic presses, turbines and Diesel engines. 

Management, generally regarded as conservative, has for 
many years been under leadership of Samuel M. Vauclain. 

Capital structure a little top-heavy with senior securi- 
ties, considering wide earnings fluctuations in different 
phases of business cycle. Funded debt $14 millions; stock 
capitalization consists of 198,000 shares 7 per cent cumula- 
tive preferred stock ($100 par) and 1.004,800 shares no par 
value common stock. 

Financial position strong. 
Net working capital at end BALDWIN LOCOMOTIVE 
of 1933 $13.5 millions includ- |” 


ing cash of $7.6 millions. off 
Working capital ratio 12-to-1. 


Book value of common $27.25 [> =i 
a share. _ Earned per share 

Dividends of $7 per share 
on old stock (before 4-for-1 
split-up in 1929) and $1.75 
per share on present stock 
paid through 1930 largely out 
of surplus remaining from 
large profits earned in war time and early 1920s. No divi- 
dends on preferred since July 1, 1931, or on common since 
January 1, 1931. 

Large deficits since 1930 as result of severe contraction 
in railroads’ total locomotive orders and general decline in 
industrial operations. Improvements in locomotive building 
technique in recent years and degree of obsolescence repre- 
sented by existing locomotive equipment suggest large field 
for replacements when railroad finances improve. 

Stocks are speculative in character. Common in years 
past was characterized by wide price movements, and gave 
evidence of pool interest. Appraisal Rating: C. 


RECENT YEARLY EARNINGS PER SHARE OF COMMON 12 MONTHS ENDED: 


No. 26 


Deficit per share 


Adjusted to 4-for-l split-up in 
1929. 


—1932 1933 —1934— 
Mar. 31 June 30 Sep. 30 Dee. 31 Mar. 31 June 30 Sep. 30 Dec. 31 Mar. 31 
D$6.91 D$6.66 D$6.78 D$6.50 D$6.50 D$5.73 D$6.41 D$5.22 D$5.13 
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Continental Can Company 


SECOND largest domestic manufacturer of 
metal containers, which are sold to pack. 
ers; output approximately 15 per cent of 
total production and consists of two-thirds 
standard cans for perishable food products and the re 
mainder, general line cans for coffee, oil, drugs, chemicals, 
etc. Minority interest is held in Metal Box, Ltd. which 
controls two largest British can companies. 

Management progressive and able, as demonstrated by 
the company’s earnings record and improved competitive 
position through extension of activities into new and allied 
fields in recent years. 

Capitalization consists solely of 1,754,124 shares of $20 
par common stock; no bonds 
or preferred outstanding. 

Exceptionally strong finan- 
cial position; net working 
capital at the end of last 
year $33.6 millions, including 
cash and Government securi- 
ties of $8.5 millions. Work- 
ing capital ratio 10.3-to-1, 
Book value $44.04 a share of 
common. 

Common dividends main- 
tained since 1915 with single 
exception of 1922. Rate lowered in 1932 but current $3 
basis compares with $2.50 in 1929. 

Field of greatest future growth seems to lie in “general 
line” cans, where prospects are good for material sales 
and earnings expansion. 

Despite company’s more liberal depreciation policy, the 
stock is generally valued on a lower ratio to earnings than 
that of its larger competitor. But has gradually gained in 
market recognition and is approaching “blue chip” classi- 
fication. Appraisal Rating: A. 


RECENT YEARLY EARNINGS PER SHARE OF COMMON, 12 MONTHS ENDED: 
—1933 —---1934—-— 

Mar. 31 June 30 Sep. 30 Dee. 31 Mar. 31 June 30 

$2.84 $3.13 $3.59 $4.31 $4.53 $5.16 


No. 27 


CONTINENTAL CAN 
Price Rai 


| 


Earned per share 36 


AWAY 


Adjusted to 100% stock dividend 
in 1928. 


1932 
June 30 Spt. 30 Dec. 31 
$2.54 $2.58 $2.78 


Detroit Edison Company 


D2ES the entire commercial and _ indus- 
trial electric power and light business 
in Detroit and adjacent communities. Also 
furnishes steam heating to Detroit and sup- 
plies gas in cities adjacent to the Detroit area. North 
American Company owns about 19 per cent of company’s 
outstanding common stock. Other large stockholders are 
American Light & Traction and Central States Electric. 

Continues under the aggressive management of Alex 
Dow who organized the company 31 years ago. Manage- 
ment has continued along broad constructive lines, par- 
ticularly in respect to public relations policy. 

Company has a well conceived capital structure. Bonds 
mon stock $127.2 millions. No 

Impressive financial posi- }*° 

tion. Working capital at 
December 31, 1933, $10.8 mil- p= Oo 
lions including cash of $4.9 Earned per share 
millions. Working capital 
ratio was 2.6-to-1. Book value 
of common, $112.57 a share. 

Unbroken dividends since 
1909, payments having been 
at a generally advancing rate. 
Latter part of 1932 rate was scaled from $8 to $6 and in 
April, 1933, to the present $4 rate. 

Company has a well diversified load but is mainly de- 
pendent upon activity of the Detroit automotive industry 
which it serves with electric heat, power and light. 

Stock usually fluctuates within relatively narrow limits 
under the influence of fairly satisfactory earnings and 
dividend returns. Appraisal Rating: 


RECENT YEARLY EARNINGS RECORD PER SHARE OF COMMON 12 MONTHS ENDED: 


No. 28 


Rights issued in 1926, 1928 and 
1929. 


Mar. 31 June 30 Sep. 30 Dee. 31 Mar. 31 June 30 % 30 Dee. 31 Mar. 31 
$8.38 $7.02 $6.00 $5.21 $4.36 $4.38 5.15 $4.83 $5.44 
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Endicott-Johnson 


ECOND largest factor in domestic boot 
No. 29 and shoe industry. Well integrated, tans 
almost all its own leathers, sells bulk 
through independent retailers and chain 
stores and maintains a few own retail outlets. 

Management highly progressive and exponent of prac- 
tical socialism Bn workers’ welfare as evi"enced by 
profit sharing plan. 

Sound capital structure. No bonds; 405,360 shares of 
common ($50 par) are preceded only by 58,448 shares of 
$100 par 7 per cent preferred. 

Good financial position. Working capital on June 30, 
1934, was $21.5 millions including $3.3 millions in cash. 

-to-1. ook value of common 
ENDICOTT JOHNSON | on June 30, 1934, $64.28 per 


Price R. 
share. 
Regular dividends since 
organization in 1919. Current 
Z Z 0 


rate $3. 

As a manufacturer of con- 
sumers’ goods, company enjoys 
relatively steady demand but 
earnings are affected from 
time to time by inventory price 

changes. 

Half of profit distributions in excess of $5 per share goes 
to workers and employees. The preferred merits a high 
investment rating. The common is attractive largely as 
income producer; it is never a market leader and normally 
moves in a relatively narrow price range. Publishes earn- 
ings semi-annually. Appraisal Rating: B. 

RECENT SEMI-ANNUAL EARNINGS PER SHARE OF COMMON: 
—1930— 1922- 1933 


Fiscal year changed in 1931 
to end Nov. 30. 


—1934-—- 


Dee. 31 June 30 Nov. 28* June 1 Nov. 30 June 3 Nov. 30 May 25 
D$1.98 2.51 $2.33 D$0.65 $2.45 $1.60 $2.70 $1.69 
*5 months, 


Fox Film Corporation 


SINCE its reorganization in July, 1933, Fox 
has concentrated largely upon motion pic- 


N 
m #0 ture production turning out around 60 fea- 


tures, 110 shorts and 104 issues of Fox 
Movietone News a year. Although company has relin- 
quished control of its theatre subsidiary and Loew’s, it 
maintains daily contacts with thousands of exhibitors 
through 31 domestic and 100 foreign film exchanges. 

Founded originally by William Fox, the company has 
been subject to several changes in management and is 
now under banker supervision which has effected many 
economies. 

Recapitalized in 1933, company now has outstanding $4.1 
millions of bonds, 2.4 million 
shares of class A stock and 
16,650 shares of class B stock. 
Stocks differ only in voting 
power. 

Financial position reflects 
adjustments. Working capital Earned per share|’, 
at end of 1933 amounted to 0 
$14 millions, including cash of _ 
$5 millions. Working capital 
ratio: 4.5-to-1. Book value of 
stock, $14.69 a share. 

Dividends paid from 1922 to eas 
1931, at varying rates. None have been paid since. 

Concentration of activities upon producing division of 
the business should in time bring a return of more profit- 
able operations, as much of the grief of past years is 
traceable to theatre ownership and operation. 

Market history has been characterized by alternate dull- 
ness and extreme activity. Very nature of business makes 
issue speculative, even when earnings are substantial. Ap- 
praisal Rating: D+. 


RECENT QUARTERLY EARNINGS PER SHARE OF CLASS A and CLASS B:* 


FOX FItmM CORP 


Price Range 


125 
100) 
50 
2 


Adjusted to recapitalization in 
1933, 


Mar, 26 June 25 Sen. 24 Dec. 31 Apr. 1 July 1 Sep. 30 Dec. 30 Mar. 31 
D$0.54 D$1.05 D$2.16 f..... D$0.22 $0.03 0.11 $0.44 $0.33 


*Earnings for combined class A and class B shares for 13-week periods. tNot 


NEXT 


General Motors Corporation 


"THE largest manufacturer of motor vehi- 


No. 31 les in the world, General Motors has 


representation in every price range of the 


automobile industry from lowest to highest. 
Also owns control or large minority interests in manu- 
facturers of parts and accessories and through subsidiaries 
is important producer of electric refrigerators, air con- 
ditioning equipment and oil burners. 

Management generally conceded to include some of best 
talent in American industry; achievements in motor vehicle 
field are outstanding. Incentive for accomplishment has 
been provided by management fund through which key 
men have become large stockholders. 

Capitalization is simple. 
No bonds; 1,875,366 shares $5 
dividend preferred stock and 
43,500,000 shares $10 par 
common stock. Subsidiary 
financing corporation, General 
Motors Acceptance, had 
funded debt of $13.9 millions 
at end of 1933. 

Financial position exception- 
ally strong; working capital at 
end of 1933, $243.8 millions, 
including cash and U. S. Gov- 
ernment securities of $177 millions. Working capital ratio 
was 4.2-to-1. Book value of common, $14.53 a share. 

Regular dividends of $3 maintained through 1931; in 
1932 and in 1933 dividends totaled $1.25. Current rate $1. 

Profits vary with business cycles but ability to report 
net profit in every year of depression is impressive. Satu- 
ration point in total number of motor vehicles probably 
reached, but normal replacement market indicates probable 
future sales volume far above 1933 levels. 

Common stock a market leader and has gone through 
several phases of sensational market movements. Appraisal 
Rating: B+. 


GENERAL MOTORS 


‘Earned per share 


Loess 


per share 
1926 1927 1928 19279 1930 1931 1932 1933 


Adjusted to split-ups in 1927 
and 1929, 


RECENT QUARTERLY EARNINGS PER SHARE OF COMMON: 


1932 1933 —1934— 
Mar. 31 June 30 Sep. 30 Dee. 31 Mar. 31 June 30 Sep. 30 Dee. 31 Mar. 31 
$0.17 $0.07 D$0.16 D$0.30 $0.11 $0.90 $0.72 D$0.01 $0.63 


Homestake Mining Company 


LARGEST gold producer of this country 
No. 32 and one of the oldest and largest in North 
America. Ore reserves reported at 15.6 mil- 
lion tons, sufficient for more than ten years 
at the production rate of recent years. Properties probably 
contain further important tonnages not yet blocked out. 
Gold recovery has averaged around $4 a ton, at old price. 
Management capable and conservative. Reports earn- 
ings after depreciation and depletion, and property ac- 
count of $7.3 millions after reserves appears conservative 
in relation to indicated status of the properties. 
Capitalization extremely simple, no bonds; 251,160 shares 
of $100 par common stock. 
Financial position very HOMESTAKE MINING 
strong. Net working capital [400 


$12.7 millions. Cash and [32 5] 

equivalent $13.2 millions, 4 

Working capital ratio 11.3- =o 

to-1. Book value of common, 4 

$74 a share. 
Dividends paid in every year 0 


since 1903 except 1920. From 
1923 to 1930 about 40 per cent Eg yings after depreciation and 
of payments were. from deple- depletion. 

tion reserve. Current rate is 

$12 per annum payable monthly, plus extras amounting in 
the first seven months to $8 a share. 

Profits are determined by two factors: cost of operation 
and the price for gold. Demand, of course, is constant. 
Thus earnings depend largely on the price set for gold by 
the Government. 

Stock is one of the more conservative mining issues on 
the basis of earnings and dividend record, but sells in a 
high price range and is subject to rather wide fluctuations. 

Reports earnings annually. Appraisal Rating: 


33—Int’] Harvester 
34—Jewel Tea 
35—S. S. Kresge 
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38—North American Co. 

36—P. Lorillard 39—Owens-Illinois Glass 
37—McKeesport Tin Plate 40—Pennsylvania Railroad 
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Crane Nominated 
by I, B. A. 


HE board of Governors of the 

Investment Bankers Association 
of America has nominated Ralph T. 
Crane of Brown Harriman & Com- 
pany, Inc., New 
York, as_ presi- 
dent of the asso- 
ciation for the 
year 1934-35, 
The nomination 
is subject to 
election at the 
association’s 
forthcoming an- 
nual convention 
October 27-31, 
but nomination 
is considered 
equivalent to 
election. 

Mr. Crane was born in Montclair, 
N. J., May 22, 1878. In 1914 he 
became a member of the firm of 
Ludwig & Crane, a municipal bond 
house in New York, and during the 
war was loaned by that firm to the 
Federal Reserve Bank of New York. 
At the end of the war he became 
manager of the Member Bank Rela- 
tions Department of the Federal 
Reserve Bank of New York. In 
1921 he became associated with 
Brown Brothers & Company and was 
admitted to partnership in 1929. He 
continued as a partner of the suc- 
cessor firm of Brown Brothers Harri- 
man & Company until the organiza- 
tion, in June, 1934, of Brown 
Harriman & Company, Inc., of which 
he is vice-president. 


Ralph T. Crane 
New 1.B.A. Head 


Cigarettes Continue 
Gains 

RODUCTION of slightly over 12 

billion cigarettes for the month 
of June, 1934, was 7.8 per cent ahead 
of the figure reported for last May. 
This brings the total production for 
the first half of the current year to 
62.5 billions, which is 8.3 per cent 
more than the 57.7 billions regis- 
tered for the first six months of 
1933. Production for last June alone 
was 3.4 per cent below the record 
output of 12.5 billion cigarettes re- 
ported for June, 1933. 

Because of the fact that produc- 
tion in June of last year was so 
large, the decline from those figures 
assumes no great importance, and 
does not establish a definite trend. 
Indications are that total production 
(and sales) this year will at least 
approach the 1930 record of 123.8 
billions which, together with the 
partial price restoration in January, 
should mean that the cigarette com- 
panies will again cover dividend re- 
quirements, 
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General Foods’ Report Explained 


The decline in General Foods second quarter earnings is 
not all that it seems to be on the face of the figures. 


HE fifty-eight thousand stock- 

holders of General Foods common 
stock were undoubtedly disappointed 
in the second quarter earnings state- 
ment of the company which showed 
only 42 cents a share, or three cents 
less than the quarterly dividend re- 
quirement of 45 cents. But this 
group of stockholders has been re- 
ceiving a return of around six per 
cent on the current worth of their 
investment all through the depres- 
sion. 

It is not surprising, however, that 
the management of General Foods 
should have an explanation for the 
decline in second quarter earnings as 
it has always been the custom of 
this company to share its confidences 
freely with its stockholders. In the 
first place the first quarter earn- 
ings of 70 cents a share reflected in 
part the heavy advance buying of 
wholesale groceries and chain store 
systems which anticipated higher 
prices and wished to build up in- 
ventories. The failure of prices to 
soar as expected was the direct cause 
of a recession in customer buying 
during April and May, although 
there was a resumption in demand 
during June which has been ex- 
tended through July. Part of the 
second quarter decline, therefore, 
will be reflected in third quarter 
earnings. The comparison of earn- 
ings since 1931 follows: 


Qu. Ended: 1931 1932 1933 1934 
March 31....... $1.05 $0.84 $0.6 $0.70 
0.88 0.66 0.59 0.42 
6 Months.... $1.93 $1.50 $1.21 $1.12 
September 30.... 0.81 0.47 0.62 ae 
December 31.... 0.70 Nil 0.28 
$3.44 $1.97 $2.11 
Dividend....... 3.50 2.50 1.80 *$1.35 


*Of which 90 cents has been paid and 45 cents 
declared payable August 1. 


While it is apparent that no sharp 
expansion in the earnings of General 


The General Foods Family 


Foods can be expected, at the same 
time the company should maintain a 
sufficient backlog of earning power 
to provide for the present $1.80 an- 
nual dividend requirement. At cur- 
rent prices of around 30 the stock 
(the sole capitalization) yields 6 per 
cent, which is an attractive return 
on an issue of this caliber. 


The Washington 
Tipster Racket 


HE advent of the New Deal with 

its complexities and cross-cur- 
rents of information concerning 
what the Administration is going 
to do has ap- 
parently devel- 
oped a new op- 
portunity for a 
goodly number 
of tipsters and 
“confidential ad- 
vice” mongers 
who used to eke 
out a_ sizable 
living by giving 
“advance dope” 
on stocks in 
Wall Street. In- 
activity on the The Nation’s Capitol 
and a record of 
being wrong on the market for a con- 
siderable period has driven many of 
these tipsters to Washington where 
they have been able to establish 
“services” and “bureaus” for the 
dissemination (or dissimulation) of 
advance information onthe rapidly 
moving developments in the nation’s 
capital with nothing more than an 
outlay of $5 or $10 for desk space. 

Just how many business men and 
industrial executives have been 
duped by the offer to have a per- 
sonal representaitve in Washington 
to look after their affairs and 
keep them informed will probably 
never be known but the fact that so 
many of these tipsters are at large 
in the District of Columbia should 
be sufficient to warn those who might 
be tempted to spend good money for 
bad advice. There are, of course, 
several old and well established 
services which do distribute infor- 
mation of value and forecast legisla- 
tive trends with reasonable ac- 
curacy, but the average business man 
will probably get all of the informa- 
tion he requires through his daily 
newspaper or in the trade publica- 
tion for his industry. 
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\ Qr Gossip a Customers’ Man then 
Ni, Hears Around Broad and Wall we 9 


Austin NICHOLS will soon bring out a new line of “canned cocktails” to meet 
every thirst and thriftiness—it looks like the shaker is doomed for all you have 
to do is add ice and serve. Those who are not alcoholic minded, how- 
ever, will be interested in the new carbonated soft drinks which are to be treated 
with ultra-violet rays. While on the topic of summer drinks, it should 
be mentioned that United Fruit has more than passing interest in what is known 
as a “banana julep”—anything to sell more bananas. And have you 
noticed all the paper dolls on the breakfast cereal cartons?—just to sell more 
of the leading brands to the 45 million children who represent almost 40 per cent 
of the mass market. Remember that old slogan “Have you a little 
Fairy in your home” which used to sell Gold Dust’s Fairy soap?—it won’t be 
back again but the soap will and in a new dress. And about the same 
time Procter & Gamble will begin to spend $1 million on a new radio program 
for Ivory soap. ... 


W au STREET is still trying to figure out why stocks suffered a sharp reaction 
following the news that Dillinger was caught? Before the New Deal 
came to Wall Street, the brokers used to be blamed for the breaks in stock 
prices—now Washington is blamed and later on the Securities Commission will 
be called on for explanations. Well, there is one bright spot in the an- 
nouncement that L. L. B. Angas, the English writer who has been more than 
half right in his predictions of booms and collapses, has just completed a book 
entitled, “The Coming Boom in American Securities’—and the Stock Exchange 
has just approved the new express ticker system. Remember all of the 
“guesstimates” that leading corporate officials used to hand out so frequently a 
few years ago?—nowadays they’re more secretive about their companies’ earn- 
ings prospects than they are about their golf scores. . . . 


S mons beds will go streamlined this fall with a new line of modernistic 
doubles and twins equipped with ‘“Airest” mattresses—there is no mention of 
knee-action springs but perhaps these will be available to those who say their 
prayers at the side of their beds. Speaking of the next thing in motor 
cars, it is expected that at least one American automobile will be introduced 
next year with the engine in the rear—which means the beginning of the end 
of backseat drivers. . . . And there is more and more talk of the “sun- 
light motor” which will run your automobile with cosmic rays—the Government 
got over $200 millions out of the gasoline tax in the fiscal year just closed, but 
would they be able to tax sunshine? . Speaking of cosmic rays, isn’t it 
surprising that the stock promoters haven’t formed a company to sell stock in 
this new development?—anyway, a cosmic ray stock might be a better buy than 
some of the gold mining shares which are now being pushed. . . . 


J usr about the time the electric power companies were beginning to count on a 
steady load from the beauty parlors for permanent waving, a new machineless 
method is developed which requires no electricity—which goes to prove that the 
waves can’t be ruled. In the future, however, the great ocean liners will 
cheat the waves out of their natural prey by using flying life boats—every ship’ Ss 
officer will have to be a pilot. . . . Perhaps the world is becoming more air- 
minded—Russia claims that over a million of its youths are expert parachute 
jumpers which ought to be helpful upon a fall of the present régime. 

The chemists are coming to the rescue of the salmon industry which has been 
affected by internal and external difficulties—it has been discovered that salmon 
skins can be used for shoes and handbags. Speaking of chemists, it 
may not be generally known that International Salt maintains a laboratory that 
has tested thousands of edibles and non-food products to find the proper kind 
and amount of salt that should be used in their preparation—common salt is 
actually a highly complex chemical in its relation to taste. . . . 


R anto will be king again when the annual Radio and Electrical Show opens on 
September 19 at New York’s Madison Square Garden—sales of $2.5 millions of 
equipment are being predicted, against $1.5 million last year. Well, you 
never can tell what is going to happen next in radio—General Electric has just 
completed a two-way radio system for the Boston police so that the cops can 
talk back to headquarters. . Incidentally, General Harbord, chairman of 
R.C.A., has added another presidency to his list as the head of the new Rocke- 
feller Center Luncheon Club which is limited to tenants of Radio City. . .. 
Congratulations are in order to the Editer & Publisher, magazine of the news- 
paper profession, which celebrates its fiftieth anniversary this month. 
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Odd 


For over 30 years our 
standard has always been to 
give the small investor the 
same helpful service as the 
large investor. 


We cordially suggest you 
permit us to send you “Odd -- 
Lot Trading” a valuable 
booklet which, besides giv- 
ing useful trading facts, 
contains our marginal re- 
quirements and commission 
charges. 


Ask for F.W. 635 


100 Share Lots 


New York Stock Exchange 
New York 
Branch Office—11 West 42nd St. 


39 Broadway 


STOCKS — BONDS 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


SPRINGS & CO. 


“BROKERAGE SERVICE SINCE 1808" 


ew Yor otton Exchange 

wemders| Chicago Board of Trade 
and other 9 


60 Beaver St., New York 


POINTS ON TRADING 


and other valuable information 
for investors and traders, in our 


helpful booklet. Ask for K-6. 


Accounts carried on 
conservative margin. 


& (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


Decline 
Over? 


Send for FREE Bulletin FWJL-28 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 
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AMONG THE BULLS AND BEARS 


%& The ratings used are from 
The Financial World Inde- 
pendent Appraisals. Keys re- 
fer to F.W.’s Factographs. 


Allis-Chalmers 4 Cc 

Continues to offer longer term 
speculative possibilities around 13. 
A 122 per cent increase in billings 
during the first six months made it 
possible for Allis-Chalmers to reduce 
its deficit for the half-year to 60 
cents a share, against a deficit of 
$1.28 a share in the first six months 
of 1933. Further progress during 
the remainder of the year is ex- 
pected because unfilled orders on 
June 30 of $8.5 millions represented 
an increase of 32 per cent over the 
orders on hand at the close of last 
year. While it is not to be expected 
that the company will show large 
earnings in the last half of this 
year, there is a good possibility that 
operations will be out of the red for 
the first time sinee 1931. 


Atlas Powder 4 B 

Not particularly attractive for in- 
come and well adjusted to earnings 
prospects at 48. The dividend meet- 
ing of the directors of Atlas Powder 
on August 1 may bring the answer 
to the question as to whether or not 
the stock is on a $2 annual basis. 
Thus far this year two 50-cent divi- 
dends have been declared but neither 
has been designated as “quarterly.” 
The report that $1.70 a share had 
been earned in the first six months, 
as compared with $1.46 a share in 
the first half of 1933, indicates im- 
provement and holds a promise that 
operations for the year will be the 
most profitable since 1931 when 
$2.67 a share was earned. 


Beech-Nut Packing 4 A 


Chief attraction in shares, around 
60, is for income, Net income dipped 
slightly in the second quarter, with 
earnings of 80 cents a share com- 
paring with 87 cents in the first 
three months. Company’s financial 
condition is sound, with net working 
capital equal to more than $34 a 
share. 


Belding Heminway 4 Cc 

Speculative holdings of the com- 
mon need not be liquidated at recent 
price of 11. Gross operating profit 
in the second quarter was almost 17 
per cent below the June, 1933, 
quarter, but smaller miscellaneous 
charges helped maintain earnings at 
approximately the same per share 
basis. For the six months, 57 cents 
was earned, 60 per cent of which 
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represented the first quarter’s share. 
Financial position is good, and the 
management has promised to recom- 
mend the resumption of dividends in 
September of this year. 


Borden 4 C+ 
Avoidance of the shares (now at 
26), last advised April 4, still war- 
ranted. The dividend meeting of 
Borden on July 31 is expected to 
provide a clue to the trend of cur- 
rent earnings inasmuch as the com- 
pany does not follow the policy of 
reporting interim earnings. In 1933 
Borden failed to earn its $1.60 an- 
nual dividend by a margin of 54 
cents and hints dropped by the man- 
agement so far this year have not 
indicated much improvement, While 
a strong financial position might 
warrant further maintenance of the 
distribution, it would seem that the 
management would be unwise to con- 
tinue an unearned dividend unless it 
was justified by earnings prospects. 


Bristol-Myers 4 C+ 

Unattractive for holding at 35 in 
view of recent earnings decline. Pub- 
lication of the half-year report of 
Bristol-Myers revealed that only 50 
cents a share had been earned in the 
second quarter, against 95 cents a 
share in the previous quarter and 90 
cents a share in the second quarter 
of 1933. While the six month’s 
earnings of $1.46 a share covers the 
half-year dividend requirement of 
$1 regular and 10 cents extra, at 
the same time the company is now 
in its least favorable season and a 
further decline in the profits of the 
third quarter might make a dividend 
reduction necessary. 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


COMMON 


American Sugar 
Bayuk Cigar 
Bristol-Myers 


Corn Products B+t 
Dow Chemical ........... C+toB 
International Salt 

Superheater 


PREFERRED 


Austin, Nichols 

Bayuk Cigar 

Corn Products 

MacAndrews & Forbes.... 
New York Dock } 
Wesson Oil & 8 


+++ 


% Data obtained from sources 
regarded as reliable, but no 
responsibility is assumed for 
their accuracy. 


Canada Dry 4 ¢ 

Continued avoidance of the stock, 
at 16, advised. Recent operations of 
the ginger ale manufacturers have 
been more pale than golden due 
largely to the intense competition 
in the field. Canada Dry’s 27 cents 
a share earnings for the quarter 
ended June 30 compare with 36 cents 
a share in the same quarter of a 
year ago, thus allowing slight cover- 
age for the present 25-cent quarterly 
dividend. It is understood that the 
current earnings decline reflects the 
costs of exploiting both the com- 
pany’s line of liquor and the new 
Hupfel beer which was introduced in 
June; but on this basis there would 
appear to be small hope for further 
improvement in earnings in the sum- 
mer quarter in view of the declining 
demand for both liquor and beer and 
the intense competition in those 
fields. 


Century Ribbon 4 C+ 
Speculative possibilities limited 
and purchases not advised around 8. 
While the 35 cents a share earned 
by Century Ribbon Mills in the June 
quarter may be considered as satis- 
factory in view of the less favorable 
conditions in the silk industry, it is 
apparent that earnings are now on a 
downward trend with small prospect 
of a turn for the better during the 
remainder of the year. In contrast 
the company earned 90 cents a share 
in the second quarter of last year 
and 47 cents a share in the initial 
quarter of this year. Century Rib- 
bon has only $415,165 in cash in- 
cluded in current assets of over $3 
millions and it is quite evident, there- 
fore, that further strengthening of 
the cash position will be required 
before even a small dividend can ve 
expected on the common stock. 


Cluett, Peabody 4 C+ 

Longer term speculative commit- 
ments may be maintained at 30. 
Although company has not fully 
demonstrated the profits expected 
from its ownership of the “Sanfor- 
izing” process for  pre-shrinking 
fabrics, earnings for the first six 
months of 72 cents a share as com- 
pared with the deficit of 20 ‘cents 
last year are encouraging. Inven- 
tories on June 30 of $6.6 millions, 
as against $4.5 millions at the end 
of last year, caused the company to 
turn to the banks, with loans of 
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$700,000 incurred; but the protection 
against rising cotton prices thus af- 
forded appears wise. 


Congoleum-Nairn 4 B 

Continues to offer speculative pos- 
sibilities around 25. Earnings of 
$1.11 a share for the half-year, 
against 83 cents a share in the first 
six months of 1933, fall short of 
the estimate that Congoleum-Nairn 
would earn its $1.30 annual dividend 
in the period but nevertheless the 
report may be regarded as satisfac- 
tory. The substantial improvement 
reflects in large part the improvement 
which has come to the industry as a 
result of the elimination of ruthless 
price cutting. The outlook for fall 
does not promise the sharp price in- 
creases of a year ago but there is a 
reasonable possibility that present 
profit margins will be maintained 
and this should assure earnings for 
the year of over $2 a share. This is 
a decided contrast to the profits of 
only 51 cents a share in 1932, 90 
cents a share in 1931 and 7 cents a 
share in 1930, 


Cons. Film Industries 4 Cc 

Continued avoidance advised of 
preferred, around 12, and common, 
at 3. While earnings of 45 cents a 
share on the common stock of Con- 
solidated Film Industries for the half- 
year represents a marked improve- 
ment over the 12 cents a share re- 
ported for the same period of 1933, 
the company is still confronted with 
the uncertainties of the motion pic- 
ture industry in general because of 
the agitation against unclean films. 
As a servicing organization for the 
movies, the company would naturally 
suffer from any curtailment in film 
output which might be due to the 
boycotting of pictures or failure of 
finished features to pass censorship. 


Crosley Radio 4 C+ 

Even around 13, shares lack defi- 
nite speculative attraction. Ac- 
cording to Powel Crosley, Jr., presi- 
dent of Crosley Radio, the company 
produced and sold more electric re- 
frigerators in the three months 
ended June 30, the first quarter of 
its fiscal year, than in any previous 
quarter of its history. Sales totalled 
about 67,000 units, against 28,000 
units in the June quarter of last 
year. Although the important fac- 
tor of profit margin is uncertain, 
earnings for the recent quarter 
should show some impsovement over 
the 19 cents a share earned in the 
same quarter of 1933. z 


Douglas Aircraft 4 Cc 

More attractive opportunities else- 
where around the same levels of 15. 
After opening its current fiscal year 
with a profit of two cents a share 
in the quarter ended February 28, 
Douglas Aircraft turned around and 
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reported a loss of 78 cents a share in 
the quarter ended May 31. This 
compares with profits of 23 cents a 
share and 14 cents a share respec- 
tively in the same quarters of last 
year. While the outlook for the 
aviation manufacturers has_ im- 
proved slightly, it is doubtful that 
the effect of these changes will be 
witnessed until next spring. Mean- 
while the company must pass 
through its least profitable season. 


Gen’! Motors “ (Key No. 31) B+ 

The shares around 28 are still con- 
sidered among the most attractive 
of the motors. With sales holding 
at an extra-seasonal high level 
through most of the second quarter, 
General Motors was able to lift net 
income enough above that of the pre- 
ceding quarter to approximate the 
results of the June quarter of 1933. 
Earnings of 63 cents and 88 cents 
a share for the first and second quar- 
ters, respectively, made a total of 
$1.51 a share for the six months. 
In the first half of last year 11 cents 
added to 90 cents in the second quar- 
ter totalled $1.01 a share. With 
these figures at hand when they meet 
on August 6, directors may have 
something to say about an extra 
dividend. 


General Refractories 4 c+ 

Although the operation of the 
conversion feature of the income 
bonds would dilute the common 
equity, holdings may be retained at 
12 for the longer term. Net sales 
increased 63.9 per cent in first half 
of the year, with earnings of 81 
cents in the June quarter bringing 
half year’s results to $1.27 per share. 
Financial position has improved dur- 
ing the year with the retirement of 
notes payable and strengthening of 
cash holdings. Some recession in 
activity will probably be witnessed 
during the current quarter, but the 
latter months should be fairly good. 


Kelvinator 4 c+ 

Long term speculative holdings 
around 13 need not be disturbed 
by those who recognize seasonal 
nature of business. Declaration of 
the regular quarterly dividend of 
123 cents, payable October 1, was 
received in some quarters with dis- 
appointment as it was believed that 
recent earnings progress would war- 
rant a higher payment. Earnings 
for the quarter ended June 30 at 
$1.12 a share, however, were lower 
than the $1.26 a share in the same 
period of last year, but they enabled 
the company to turn the deficit of 3 
cents a share in the six months ended 
March 30 into a profit of $1.09 a 
share for the first nine months of 
the current fiscal year. Prospects 
for the current quarter are some- 


what more favorable than last year 


Read this New 
FREE BOOK 


—if you are responsible 
for the investment of 
funds over $10,000 


@ Reading this booklet, we are told, has 
saved many a fortune from shrinkage and 
added to its ordinary rate of growth and 
income producing power. For, “Building 
and Keeping a Fortune .. . through Invest- 
ment Management” clearly outlines methods 
that make for growth, and exposes com- 
monly held fallacies that cause retrogres- 
sion. 


@ And it shows exactly why investors who 
do not follow these principles, which are 
the foundation of our Capital Appreciation 
Service, work at a disadvantage. 


@ This service is now available to funds 
from $10,000 upward and this booklet will 
be sent without obligation to any investor 
facing the problem of the correct handling 
of such funds. 


A. W. Wetsel Adv:sory Service, inc. 
1546 Chrysler Building 
New York. N. Y. 


Please send your 21-page booklet, “Building 
and Keeping a Fortune,’ without obligation. 
My funds amount to $ (Or, submit 
list of holdings for estimated fee and sugges- 
tions as to most suitable type of management.) 


FW-46 


DO YOU HOLD 
THESE STOCKS? 


HE outlook for the stocks listed below is 

discussed in our current Stock Market Bul- 
letins, copies of which will be sent to you 
free of charge. 


If you hold or are interested in any of the fol- 
lowing securities, our current Bulletins should 
prove of great value in the present uncertain 
period. e stocks discussed are: 

American Radiator Johns- Manville 

American Kroger G 

American & Foreign Power Montgomery Ward 

Atchison National Distillers 

— & Ohie New York Central 


rysier Northern Pacific Railway 
Columbia Gas Pennsylvania Railroad 
General Motors Plymouth Oi! 
International Harvester Timken Roller Bearing 
International Nickel United Aircraft 


Simply send your name and address and the 
above mentioned Bulletins will be sent to you 
without cost or obligation. Also an interesting 
book called, “MAKING MONEY IN STOCKS.” 


INVESTORS RESEARCH BUREAJ, Inc. 
Div. 579, Chimes Bldg., Syracuse, N. Y. 


Our Monthly Market Letter 
rates 
Industries 
according to 
Profit Possibilities 
Copy sent upon request 


GOODBODY & CO. 


60 East 42nd Street 


5 Broadwa: 
New York 


New York 
Branch Office 
1424 Walnut Street, Philadelphia, Pa. 
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4 
> 
Address 
Members New York and Philadelphia : 
Stock Exchanges, New York Curb Ex- ’ 
change, Chicago Board of Trade and : 
Commodity Exchange, Inc. 
| 


WEEKLY RECORD OF EARNINGS 


EARNED PER SHARE 12 Months to June 30 


ON COMMON STOCK: 1934 1933 
Brooklyn-Manhattan Transit ...... $7.40 $7.54 
Brooklyn & Queens Transit........ 0.74 1.20 
Commonwealth & Southern........ 0.004 0.008 
Eastern Gas & Fuel Associat’s .... 0.52 0.37 
Owens-Illinois Glass ..........++ 4.88 3.14 


9 Months to June 30 


Canada Dry Ginger Ale.......... 0.77 0.53 


5 Months to June 30 
Montgomery Ward ............++ 0.73 nil 


3 Months to June 30 
McIntyre Porcupine ............. 1.19 1.00 


24 Weeks to June 16 


6 Months to June 30 


2.18 1.75 
American Machine & Metals as 0.11 nil 
Beech-Nut Packing ............. 1.67 1.67 
Beneficial Industrial Loan......... 0.98 0.80 
Budd Manufacturing ............ p1.09 nil 
4 0.12 nil 
Corn Products Refining........... 1.40 1.70 
Century Ribbon Mills ........... 0.82 0.10 
Commercial Solvents ............ 0.47 0.25 
Consolidated Chemical Ind......... b0.92 b0.27 
Consolidated Paper ......... pl.52 
Consolidated Film Industries...... 0.45 0.12 
Congoleum-Naimm ............... Lil 0.83 
Container Corp. of Amer.......... b0.42 nil 
0.39 pl.74 
1.86 1.03 
Eaton Manufacturing ........... 1.16. 0.04 
Eureka Vacuum Cleaner.......... 0.60 0.10 
Ex-Cell-O Aircraft .............. 0.53 nil 
nes 0.16 one 
General Refractories ............ 1.27 nil 
General Printing Ink............. 1.35 0.21 
0.61 nil 
Hudson & Manhattan............ nil p1.39 
1.80 1.14 
International Cement ........... 0.55 nil 
0.79 0.59 
p2.51 0.02 
Lehigh Valley Coal:............. 0.20 nil 
Libbey-Owens- 0.99 0.89 
Mathieson Alkali Works.......... 0.67 0.67 
Mengel Company ............... p2.28 nil 
National Cash Register........... 0.61 nil 
National Dairy Products.......... 0.58 0.76 
Natomas Company .............. 0.46 0.14 
Phillips Petroleum .............. 0.60 nil 
Pittsburgh Screw & Bolt.......... 0.23 nil 
Raybestos-Manhattan ............ 1.12 0.36 
Sharon Steel Hoop ............. 1.22 nil 
Southern California E@ison........ 0.32 0.46 
2.04 0.53 
Tide Water Associated Oil......... 0.14 po.26 
Twin City Rapid Transit.......... 1.06 nil 
I Pipe & Foundry............ po.57 nil 
Young Spring & Wire............ 1.62 0.61 


5 Months to May 31 


Atlantic, Gulf & West Indies...... nil 2.21 
é 6 Months to May 31 
Douglas Aircraft ............... nil 0.37 


9 Months to May 31 
0.48 0.49 


6 Months to April 28 
41.73 nil 


Universal Pictures 


b on class B stock. p on preferred stock. 


first 
preferred stock. 
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but the company will, of course, show 
a decline in earnings on a seasonal 
basis. 


Kimberly-Clark 4 Cc 

Moderate holdings of the common, 
strictly as a speculation, need not 
be liquidated at recent prices of 14. 
An increase of 25 per cent in gross 
sales in the second quarter resulted 
in a profit of 8 cents a share of com- 
mon as against 2 cents last year and 
a deficit of 18 cents in the first three 
months. Company’s trade position 
is sound but recovery of former earn- 
ing power will probably not be rapid. 


Lambert 4 Cc 


Continued avoidance, even at 24, 
still advised. Continuing the down- 
ward trend of earnings which has 
been evident since 1929, Lambert 
reported only 53 cents a share for 
the June quarter, as compared with 
€3 cents a share in the same period 
of last year and 98 cents a share in 
the March quarter of this year. 
With earnings falling far short of 
the $3 annual dividend, on which 
the stock yields over 12 per cent, it 
is quite evident that another reduc- 
tion is in prospect. The next meet- 
ing of directors is scheduled for 
early September. 


Lane Bryant 4 c+ 

Still attractively priced at 11 for 
long term speculative purposes. Ful- 
filling predictions of a further gain 
in earnings (FW, Apr. 25), Lane 
Bryant last week reported earnings 
of $1.25 a share for its fiscal year 
ended May 31, 1934, as compared 
with a deficit of $1.24 a share in 
the previous fiscal year. The im- 
provement in the second half of the 
year was most marked for 82 cents 
a share was earned in this period, 
against 43 cents a share in the first 
six months. With dividends paid in 
full on the preferred and a good 
financial position established, there 
appears to be nothing in the way 
of a resumption of dividends on the 
common stock. 


Phillips Petroleum 4 B 

Stock at 16 is still considered as 
among the more attractive oil equi- 
ties. Gross in the June quarter was 
only 6.5 per cent higher than the 
first three months, but a reduction 
of 28 per cent in depreciation, de- 
pletion, amortization, etc., resulted in 
earnings of 43 cents a share, against 
17 cents in the first quarter. The 
gain was almost entirely due to the 
lower depreciation charges. Finan- 
cial position was better, the company 
having reduced funded debt by $4.6 
millions in the first half of this year. 


Ritter Dental 4 

Continues unattractive for specu- 
lation around 8. The second quarter 
report, due for publication next 


week, will show the company still in 
the red. The Rochester plant hag 
been shut down since March 15, hay- 
ing worked at capacity all winter 
stocking up for the June dental col- 
lege graduates, and operations may 
not be resumed until October. Ip | 
addition the finances of the company 
have been affected materially by the 
German situation in that its sub. 
sidiary at Durlach-Baden, Germany, 
does one-third of the company’s en- 
tire business, 


Thompson (John R.) 4 Cc 

Representation in the common at 
6 not advised and a transfer into 
more favorably situated equities is 
suggested. The loss of 25 cents a 
share in the second quarter was 
slightly below the deficit of the 
earlier three months, but inability 
to pass along the higher costs and 
company’s weakened financial posi- 
tion due to dividend payments not 
earned leaves the shares devoid of 
speculative attraction. 


Union Carbide 4 B+ 
Purchases of this sound chemical 
stock warranted at price of 40 for 
strictly long term holding. Operat- 
ing income increased 50 per cent 
over the June, 1933, quarter, and 
despite heavier depreciation charges, 
net income was equivalent to 54 
cents a share as compared with 49 
cents in the first three months and 
29 cents in the same period last 
year. Development of new chemicals 
has greatly augmented earnings out- 
look, but it may be a period of a 
year or two before important addi- 
tional earning power is created. 


U. S. Hoffman Mach. 4 C 
More attractive opportunities are 
available than the common at 7. 
Second quarter earnings of 51 cents 
a share were quite favorable, com- 
paring with but 6 cents in the March 
period. Working capital of $3 mil- 
lions consists largely of accounts 
receivable, and cash has decreased 
since the end of last year. Difficul- 
ties in collection of outstanding ac- 
counts and general characteristics 
of business, which are less favorable 
during intermediate recovery periods, 
tend to restrict outlook for stock. 


Young Spring & Wire 4 C+ 

Stock at 15 is not over-valued and 
is suitable for speculative commit- 
ments. Earnings of 91 cents a share 
in the June quarter compare with 
80 cents in the first three months 
and 59 cents in the like 1933 period. 
Recently declared dividend appears 
well in line with company’s earnings 
outlook, although current quarter 
will be influenced by seasonal forces 
from now until the automobile com- 
panies finish retooling their plants 
for the 1935 models. 
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4 Spencer Kellogg — 


A “Commodity” Stock 


Prospects for a revival in the residential building trade 
piace Spencer Kellogg in a position to enjoy increasing 
earnings. 


NACTMENT by the last Con- 
gress of the national housing 
act, designed to stimulate the flow of 
capital into real estate financing and 
more specifically to aid in financing 
alterations, repairs and improve- 
ments upon real property would ap- 
pear to presage greater activity for 
the residential building trade. Ad- 
ministrative machinery has already 
been set up and the coming months 
are likely to witness a progressive 
expansion in demand for those raw 
and finished materials which enter 
into construction of residential build- 
ings. Not the least important of 
these are paints and varnishes. 
The business of Spencer Kellogg 
& Sons, Inc., should be favorably 
affected by this new turn as the com- 
pany produces upwards of 30 per 
cent of the entire United States out- 
put of linseed oil, an essential in- 
gredient of all paints and varnishes. 
Although the company is a refiner 
and distributor of a diversified line 
of vegetable oils, the bulk of its rev- 
enues are derived from its linseed 
oil business. For this reason profits 
of the enterprise vary directly with 
the demand for paint and indirectly 
with the rate of eee in the build- 
ing trades. 


A Favorable Record 


Spencer Kellogg has operated at 
a profit in all but one of the past 
four years of depression and has 
never failed to pay dividends to com- 
mon stockholders. In 1932 a deficit 
equal to 26 cents per common share 
was shown. In the following year 
(fiseal year ends about August 30) 
a profit equal to 98 cents per share 
was recorded. For the 24 weeks 
ended February 17, 1934, $1.02 per 
share was shown. Expectations are 
that earnings for the current fiscal 
year will approximate $2.50 per 
share. As the company has always 
followed a liberal dividend policy, 
present earnings improvement and 
favorable outlook suggest some in- 
crease in the rate of disbursement 
to common stockholders. The pres- 
ent annual rate of $1.20 per share 
was established on June 30, last, 
compared with the previous annual 
rate of $1. 

Despite the fact that the company 
has paid out in dividends to common 
stockholders 95 per cent of total 
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earnings during the past five years, 
it reported a strong financial con- 
dition at the end of the last fiscal 
year. At September 2, 1933, net 
working capital stood at $8.2 mil- 
lions compared with $7.7 millions 
one year earlier. After allowing for 
the then outstanding bonds of 
$953,000, this was equa: to $14.50 
per share of common stock. During 
the fiscal year ended September 2, 
1933, the company increased its in- 
ventory investment from $3.9 mil- 
lions to $6.8 millions. As prices of 
principal inventory items, particu- 
larly linseed oil, are well above a 
year ago, prospects of an inventory 
loss in the current fiscal year appear 
remote. 


Capitalization Simplified 


On July 1, 1934, Spencer Kellogg 
called its entire issue of deben- 
tures 6s, 1938, and present capi- 
talization consists of 500,000 shares 
of no par common. As the company 
should show earnings surplus, after 
common dividends, of about $500,000 
in the present fiscal year and de- 
preciation charges have been running 
around $350,000 annually, retire- 
ment of its debentures should make 
little difference in working capital 
position. Savings effected by the re- 
tirement of the bonds amount to 
about 12 cents a share of common. 

Dividend record of Spencer Kel- 
logg qualifies its common stock as a 
stable income issue. Current expan- 
sion in earnings and the prospects 
that this trend will be continued in- 
vest the stock with long term specu- 
lative possibilities at current prices 
of around 20. 


Mallory Passes On 


HE financial fraternity lost one 

of its older members in the 
death of Franklin I. Mallory, who 
passed away at his home in New 
York last week. Mr. Mallory had 
a long and active career in the 
brokerage business, extending over 
a quarter of a century. From 1927 
to 1932, Mr. Mallory had been a part- 
ner in the firm of Drayton, Penning- 
ton & Colket and before his death 
was a partner in the firm of Mallory, 
Pynchon & Eisemann, located at 120 
Broadway, New York, . 


OW PRICE 
STOCK READY 
TO MOVE? 


1. Company forging ahead— 
earnings increasing rap- 
idly—best seasonal ‘game 
ahead. 


Despite exceptional out- 
look, stock has yet to dis- 
count fully its possibilities. 
Selling under 10—we look 
for 50% increase. Obtain 
name and descriptive an- 
alysis of this stock . . 
Write TODAY. 


FREE—NO OBLIGATION 


4B 


WINCHESTER 
INSTITUTE of FINANCE 


LAURENCE S&S. WINCHESTER. Paes. 


WINCHESTER . MASS. 


Bonds... Above Call 
7 4 to Switch NOW! 


A special 
rt toclients 
our Staff has recommended switches ot 


174 important listed and unlisted bonds 
that are now above call price. We believe 
these bonds are now 


AT PEAK PRICES 
. because the great scarcity o high grade 


investment issues has resulted in oy 
ing a higher premium than normally for fel 


prominent 


. . . and because the revision of the Securities 
Act has opened the door for new refunding 
operations to reduce interest rates. It is me 4 
to revise your list and switch out of these 
before ding causes a lowering of i min 


it are a bondholder should 
pat holdings against the list in this 

ED OPINION Report. Intr 

copy on request without obligation. 


SEND FOR SPECIAL REPORT FW-93 FREE! 
UNITED BUSINESS SERVICE 


210 SA Boston, Mass, 


STOCK MARKET STUDIES 


H. M. Gartley’s comprehensive Course 
of Instruction is designed to give the 
average man an understanding of stock 
rice fluctuations and to demonstrate 
Row this knowledge may be used to 

When and t to Buy with 
profitable results in market opesation. 


Brochure completely describing “Stock 
Market Studies” sent upon request. 


H. M. GARTLEY, Inc. 
76 William Street New York 
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FINANCIAL 
“WORLD 
BINDER 


HOLDS 26 ISSUES 


HIS handsome binder 

which we have pro- 
vided for the convenience 
of THE FINANCIAL WoRLD 
readers was designed by 
Paul Kummer, one of Amer- 
ica’s few noted modelers in 
metal. 


Between its artistic dark 
green leather-like covers, 
patterned after the best 
efforts of early masters in 
hand tooling, you can 
quickly and easily insert 
your copies of THE FINAN- 
CIAL WoRLD as they come 
to you each week, gradu- 
ally building up a valu- 
able reference volume of 
twenty-six issues. 


We supply these binders 
without profit as an ac- 
commodation readers 
who wish to preserve copies 
of THE FINANCIAL WORLD 
in a convenient and perma- 
nent form in order to refer 
to analyses, “Bull and Bear” 
items and Factographs. 


Price prepaid is $2.00 to 
any part of the United 
States east of the Rocky 
Mountains; 25c extra post- 
age should be added for 

ints west of the Rocky 

ountains. Orders for 
Canada also require 25¢ 
extra postage. Foreign 
postage 1s 50c extra. 


Money back if not satisfied 


New York 


Wheat and cotton react 

after establishing new high 
prices for the year, but other 
commodities pursue independent 
courses. Long western 
drought appears in breaking 
stage, but too late to aid grain 
crops. . . . Cocoa market de- 
velops weakness because of situ- 
ation in Germany. 


ITH wheat and cotton estab- 

lishing new high prices for 
the year, irregularities naturally 
enough developed on profit taking 
liquidation and on a slowing of 
trade buying in anticipation of a 
moderate setback. Reports indicat- 
ing some amelioration of drought 
conditions, the extent and effect of 
which cannot yet be appraised, 
added other uncertainties to the 
situation, particularly in grains in 
which the reaction extended rela- 
tively much further than in cotton. 
Other commodities reflected no 
sentimental interest in cotton or 
grain, and only moderate activity. 
Price changes in them were mixed, 
ranging from moderate gains in 
coffee, metals and some of the 
minor staples to slight recessions 
in others. Cocoa was the most ac- 
tive with an erratic price movement, 
the tendency however being towards 
a lower trading range. The weak- 
ness in cocoa beans recently has 
been attributed to German condi- 
tions, as that country is the sec- 
ond largest consumer of the com- 
modity. There were few indications 
of good selling, however, and trade 
buying was noted on the recessions, 
at times in substantial volume. 
But it did not follow through on the 
recoveries. The difficulties in the 
way of substituting other commodi- 
ties for cocoa at prevailing prices 
has lessened the fears of foreign 
restrictions and the technical con- 
dition of the market appears good. 


OPPER in Europe made new 

lows in the past week, selling 
below 73 cents a pound, which com- 
pares with the Blue Eagle 9 cents. 
Domestic producers would be will- 
ing to lower their prices if there 
were any probabilities of demand 
increasing. The foreign situation 
is rather disturbing to the indus- 
try, and it appears that producing 
countries are dumping stocks for 
whatever price they will bring. 
The volume of trading in silver is 
showing signs of increasing, but 
the speculative attraction has been 
eliminated by the prohibitive tax 
on profits. Hedging is unprofitable, 
and open positions dangerous in 


view of the decreased interest. 


The Commodity Situation 


TREND OF COMMODITY PRICES 
COMMODITY 
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UST when the ordinary run of 

daily newspapers and the gen- 
eral magazines are awakening to 
the fact that there has been a 
severe drought over a very large 
area of the country, rains have be- 
gun to fall here and there, and the 
excessive temperatures show signs 
of waning. The seeming termina- 
tion of the arid spell comes too 
late to be of any value to the wheat 
crop, either winter or spring, and 
the area of moisture has not yet 
widened to include the southwest 
cotton fields where actual damage 
finally is being done by the long 
dry summer. 


HERE does not appear to be 

much fear that the cotton crop 
will be curtailed, by drought or by 
pest, sufficiently for the total to 
drop much below the Bankhead act 
limitations, and the rise in cotton 
prices, while steady, at no time has 
been spectacular. As recently as 
six weeks ago a crop within the 
planned yield appeared to justify a 
price of 13 to 14 cents a pound for 
the staple, and after having ad- 
vanced to that general zone the 
market steadied. But there is a 
real element of weakness in the cot- 
ton prospect in the yndeterminable 
effect on the national buying power, 
of the drought, outside of the cotton 
belt, combined with industrial in- 
activity resulting from both strikes 
and slow business expansion. The 
earlier calculation that a ten-mil- 
lion bale crop would justify 14-cent 
cotton was based on a somewhat 
greater domestic consuming de- 
mand than now can be visioned on 
the horizon. This new factor in the 
situation has offset the calamitous 
advices from parts of Texas to the 
effect that the cotton in that section 
had been damaged beyond hope of 
recovery by from 75 to 95 consecu- 
tive days without rainfall. If cot- 
ton is to sell at 14 cents a pound in 
the next month or two, or even re- 
main above the 13-cent level, either 
the outlook for domestic consump- 
tion over the next several months 
must undergo a sharp change for 
the better or the cotton crop must 
be cut by Mother Nature to some- 
where around 9,500,000 bales. 
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A Sound Rail Bond for Income 


An analysis of the status of Pennsylvania Railroad deben- 
ture 44s, 1970, which are now available at a liberal yield. 


ESPITE the general weakness 

in railroad equities recently, no 
change appears necessary in the 
policy of accumulating medium 
grade bonds of the better carriers, 
which are still available on an at- 
tractive basis for income and capital 
enhancement over the longer term. 
Although traffic gains have nar- 
rowed in the past few weeks and 
the roads will be forced to absorb 
higher operating expenses, present 
uncertainties are not expected to be 
of protracted influence. Investors 
who are seeking conservative oppor- 
tunities may give consideration to 
the Pennsylvania Railroad debenture 
43s due in 1970 which offer a liberal 
yield under present conditions for 
an issue of this quality. 

Gross revenues of the system in 
the first five months of the current 
year increased almost 22 per cent, 
with fixed charges covered 1.22 
times. A moderate seasonal reces- 
sion in traffic has been noted in re- 
cent weeks, but the prospects of an 
upturn in the fall months are still be- 
lieved favorable. The company was 
in a sound financial condition on 
May 31, with net working capital 
of $42.8 millions, including cash and 
cash items of $35.3 millions. The 
recent sale of $50 millions general 
44s should also strengthen the com- 
pany’s position, as the proceeds will 


retire maturing bonds bearing, on 
the average, a higher coupon rate. 
The new pension act should not have 
any effect on earnings, as the sys- 
tem’s own plan appears more liberal 
than the requirements of the new 
act seem to compel. 

There are outstanding $60 millions 
of the debenture 44s. The issue is 
callable at 1024 to April 1, 1940, and 
thereafter on a decreasing scale to 
maturity. -Although not secured by 
a specific mortgage the debentures 
appear well protected by asset posi- 
tion and at the recent price of 91 
offer a yield of 5.05 per cent to ma- 
turity and 4.95 per cent per annum. 
The bonds can also be considered for 
transfer purposes from those issues 
which have exhausted near term pos- 
sibilities, and which are quoted above 
call prices. Investors who acted 
upon the recommendation in these 
columns in the May 2, 1934, issue, 
advising the purchase of the Inland 
Steel 44s series A around 96, could 
now transfer from those bonds, cur- 
rently selling at a point below call 
price, into the Pennsylvania deben- 
tures as a means of providing a 
greater income, and improved pros- 
pects for market appreciation. The 
normal earning power of the road 
and its sound financial position war- 
rant confidence in its obligations for 
retention over the medium term. 


Office Equipment Prospects 
Continue Favorable 


chines should 


FFICE equipment sales con- 
tinued the uninterrupted up- 
trend in the first half of this year 
which has been in evidence since 
mid-1933 and thus practically all of 
the six months’ earnings statements 
for the leaders in the industry should 
show marked gains as compared 
with the first half of last year. 
Sharp price reductions which fea- 
tured the typewriter and adding ma- 
chine lines a year ago have been 
practically eliminated (by the NRA) 
and as a result the profit margins of 
most companies have been improved. 
Continued business recovery 
should release more of the pent-up 
demand for business equipment 
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Gains shown by manufacturers 
of typewriters and adding ma- 


be maintained 


which was deferred during the de- 
pression years and there is a good 
possibility that many offices will soon 
consider “system” installations of a 
kind which call for the purchase of a 
number of types of machines to sys- 
tematize the routine of an entire 
office or organization. Foreign busi- 
ness has continued to account for an 
increasing proportion of total sales 
volume and while theoretically earn- 
ings have been aided by dollar de- 
pression, actually some companies 
experience great difficulty in trans- 
ferring their funds from abroad. 
This situation, however, should show 
material improvement in the next 
year or two. 


FACTS 
ON THE MARKET 


qq OUTLOOK 


No manipulation 
—no thin margins by law; 
yet stocks decline sharply. 


Can the slight seasonal de- 
cline in business be solely 
responsible? Is this decline 
now over—or is a severe 
anti-climax further down the 
calendar? Is there a hidden 
reason? a 


We have drawn off a care- 
ful appraisal of the many 
facts and factors, and any 
Investor can profit thru 
knowing the true facts 
on the outlook now. 
FREE COPY YOURS 
Simply mail request now for 
BULLETIN AA 3430 


TILLMAN SURVEY 
24 Fenway 


BOSTOR, MASS. 


Which § a 
Buy Now? == 
Write for this 
report—gratis 


Babson’s 
Reports 


and the famous 
BABSONCHART 
—., Div. 3-48, Babson Park, Mass. [oo 


Financing 
Mergers 
Rehabilitations 


Inquiries solicited from 
responsible sources 


lH. D. WILLIAMS 


| 120 rewtiietied New York City 


REYNOLDS METALS COMPANY 
19 Rector Street, New York City 

A dividend of Twenty-five Cents (25¢) a share 
on the outstanding capital stock of REYNoLDs 
Metats Company, a Delaware corporation, has 
been declared, payable September 1, 1934, to 
holders of record on August 15, 1934. 

The transfer books will not be closed. Checks 
will be mailed by Bankers Trust Company. 


Ws. S. D. Woops, Assistant Secretary, 


Time to Buy? 


Our weekly bulletin ‘Market Action” tells you 
When to Buy. and When to Sell leading active 
stocks. Free sample copy on request, or— 


Send $1 for 4 Weeks’ Trial 


WETSEL Market Bureau, Inc. 


624A Empire State Bidg., N. Y. 
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WEEKLY RECORD OF EARNINGS 


EARNED PER SHARE 12 Months to June 30 
1934 19 


ON COMMON STOCK: 33 
Brooklyn-Manhattan Transit ...... $7.40 $7.54 
Brooklyn & Queens Transit . .... 0.74 1.20 
Commonwealth & Southern ...... 0.004 0.008 
Fae 5.16 3.13 
Eastern Gas & Fuel Associates... .. 0.52 0.37 
Owens-Illinois Glass 4.88 3.14 


9 Months to June 30 


Canada Dry Ginger Ale.......... 0.77 0.53 


5 Months to June 30 
Montgomery Ward .............. 0.73 nil 


3 Months to June 30 
MeIntyre Porcupine ............-. 1.19 1.00 


24 Weeks to June 16 


6 Months to June 30 


1.12 nil 
American Machine & Metals...... 0.11 nil 
0.63 0.52 
1.70 pl.46 
Beech-Net Packing ............. 1.67 1.67 
Beneficia! Industrial Loan ........ 0.98 0.80 
3.23 1.73 
Budd Manufacturing ............ pl.09 nil 
Corn Products Refining........... 1.40 1.70 
Century Ribbon Mills ........... 0.82 0.10 
0.72 p2.42 
Commercial Solvents ............ 0.47 0.25 
Consolidated Chemical Ind......... b0.92 b0.27 
Consolidated Paper ..... pl.52 
Consolidated Film Industri s 0.45 0.12 
Congoleum-Nairn ........... 1.11 0.83 
Container Corp. of Amer.......... b0.42 nil 
Curtis Publishing ..... ...... - 0.39 pl.74 
0.32 nil 
1.86 1.03 
Eaton Manufacturing ........... 1.16 0.04 
Eureka Vacuum Cleaner... ...... 0.60 .10 
Ex-Cell-® Alveraft .............. 0.53 nil 
0.16 bas 
General Refractories ............ 1.27 nil 
1.12 1.20 
General Printing Ink............. 1.35 0.21 
Gulf States Steel .............. 0.61 nil 
Hershey Chocolate .............. 2.46 1.66 
2.13 0.04 
Hudson & Manhattan............ nil p1.39 
International Cement ........... 0.55 nil 
International Salt .............. 0.79 0.59 
p2.51 0.02 
Kinney (G. p2.78 nil 
Lambert Company .............. 1.51 1.73 
Libbey-Owens-Ford .............. 0.99 0.89 
1.15 1.22 
Mathieson Alkali Works... ...... 0.67 0.67 
National Cash Register........... 0.61 nil 
National Dairy Products.......... 0.58 0.76 
Phillips Petroleum .............. 0.60 nil 
Pittsburgh Screw & Bolt.......... 0.23 nil 
Raybestos-Manhattan ............ 1.12 0.36 
Sharon Stee] Hoop ............. 1.22 nil 
Southern California Edison........ 0.32 0.46 
6.47 0.22 
Texas Gulf Sulphur.............. 1.32 0.95 
Tide Water Associated Oi]......... 0.14 p0.26 
Twin City Rapid Transit.......... 1.06 nil 
U. S. Hoffman Machinery......... 0.57 nil 
U. Pipe & Foundry............ po.57 nil 
Young Spring & Wire............ 1.62 0.61 

5 Months to May 31 
Atlantic, Gulf & West Indies...... nil 2.21 

6 Months to May 31 


9 Months to May 31 
Teck Hughes Gold... 0.48 0.49 


6 Months to April 28 


b on class B stock. p on preferred stock. on first 
preferred stock. 
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but the company will, of course, show 
a decline in earnings on a seasonal 
basis. 


Kimberly-Clark 4 Cc 

Moderate holdings of the common, 
strictly as a speculation, need not 
be liquidated at recent prices of 14. 
An increase of 25 per cent in gross 
sales in the second quarter resulted 
in a profit of 8 cents a share of com- 
mon as against 2 cents last year and 
a deficit of 18 cents in the first three 
months. Company’s trade position 
is sound but recovery of former earn- 
ing power will probably not be rapid. 


Lambert 4 Cc 

Continued avoidance, even at 24, 
still advised. Continuing the down- 
ward trend of earnings which has 
been evident since 1929, Lambert 
reported only 53 cents a share for 
the June quarter, as compared with 
63 cents a share in the same period 
of last year and 98 cents a share in 
the March quarter of this year. 
With earnings falling far short of 
the $3 annual dividend, on which 
the stock yields over 12 per cent, it 
is quite evident that another reduc- 
tion is in prospect. The next meet- 
ing of directors is scheduled for 
early September. 


Lane Bryant 4 c+ 

Still attractively priced at 11 for 
long term speculative purposes. Ful- 
filling predictions of a further gain 
in earnings (FW, Apr. 25), Lane 
Bryant last week reported earnings 
of $1.25 a share for its fiscal year 
ended May 31, 1934, as compared 
with a deficit of $1.24 a share in 
the previous fiscal year. The im- 
provement in the second half of the 
year was most marked for 82 cents 
a share was earned in this period, 
against 43 cents a share in the first 
six months. With dividends paid in 
full on the preferred and a good 
financial position established, there 
appears to be nothing in the way 
of a resumption of dividends on the 
common stock. 


Phillips Petroleum 4 B 

Stock at 16 is still considered as 
among the more attractive oil equi- 
ties. Gross in the June quarter was 
only 6.5 per cent higher than the 
first three months, but a reduction 
of 28 per cent in depreciation, de- 
pletion, amortization, etc., resulted in 
earnings of 43 cents a share, against 
17 cents in the first quarter. The 
gain was almost entirely due to the 
lower depreciation charges. Finan- 
cial position was better, the company 
having reduced funded debt by $4.6 
millions in the first half of this year. 


Ritter Dental 4 Cc 

Continues unattractive for specu- 
lation around 8. The second quarter 
report, due for publication next 


week, will show the company still in 
the red. The Rochester plant has 
been shut down since March 15, hav- 
ing worked at capacity all winter 
stocking up for the June dental col- 
lege graduates, and operations may 
not be resumed until October. In 
addition the finances of the company 
have been affected materially by the 
German situation in that its sub- 
sidiary at Durlach-Baden, Germany, 
does one-third of the company’s en- 
tire business, 


Thompson (John R.) 4 Cc 

Representation in the common at 
6 not advised and a transfer into 
more favorably situated equities is 
suggested. The loss of 25 cents a 
share in the second quarter was 
slightly below the deficit of the 
earlier three months, but inability 
to pass along the higher costs and 
company’s weakened financial posi- 
tion due to dividend payments not 
earned leaves the shares devoid of 
speculative attraction. 


Union Carbide 4 B+ 
Purchases of this sound chemical 
stock warranted at price of 40 for 
strictly long term holding. Operat- 
ing income increased 50 per cent 
over the June, 1933, quarter, and 
despite heavier depreciation charges, 
net income was equivalent to 54 
cents a share as compared with 49 
cents in the first three months and 
29 cents in the same period last 
year. Development of new chemicals 
has greatly augmented earnings out- 
look, but it may be a period of a 
year or two before important addi- 
tional earning power is created. 


U. S. Hoffman Mach. 4 Cc 
More attractive opportunities are 
available than the common at 7. 
Second quarter earnings of 51 cents 
a share were quite favorable, com- 
paring with but 6 cents in the March 
period. Working capital of $3 mil- 
lions consists largely of accounts 
receivable, and cash has decreased 
since the end of last year. Difficul- 
ties in collection of outstanding ac- 
counts and general characteristics 
of business, which are less favorable 
during intermediate recovery periods, 
tend to restrict outlook for stock. 


Young Spring & Wire 4 C+ 

Stock at 15 is not over-valued and 
is suitable for speculative commit- 
ments. Earnings of 91 cents a share 
in the June quarter compare with 
80 cents in the first three months 
and 59 cents in the like 1933 period. 
Recently declared dividend appears 
well in line with company’s earnings 
outlook, although current quarter 
will be influenced by seasonal forces: 
from now .until the automobile com- 
panies finish retooling their plants 
for the 1935 models. 
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4 Spencer Kellogg — 


A “Commodity” Stock 


Prospects for a revival in the residential building trade 
place Spencer Kellogg in a position to enjoy increasing 
earnings. 


NACTMENT by the last Con- 

gress of the national housing 
act, designed to stimulate the flow of 
capital into real estate financing and 
more specifically to aid in financing 
alterations, repairs and improve- 
ments upon real property would ap- 
pear to presage greater activity for 
the residential building trade. Ad- 
ministrative machinery has already 
been set up and the coming months 
are likely to witness a progressive 
expansion in demand for those raw 
and finished materials which enter 
into construction of residential build- 
ings. Not the least important of 
these are paints and varnishes. 

The business of Spencer Kellogg 
& Sons, Inc., should be favorably 
affected by this new turn as the com- 
pany produces upwards of 30 per 
cent of the entire United States out- 
put of linseed oil, an essential in- 
gredient of all paints and varnishes. 
Although the company is a refiner 
and distributor of a diversified line 
of vegetable oils, the bulk of its rev- 
enues are derived from its linseed 
oil business. For this reason profits 
of the enterprise vary directly with 
the demand for paint and indirectly 
with the rate of activity in the build- 
ing trades. 


A Favorable Record 


Spencer Kellogg has operated at 
a profit in all but one of the past 
four years of depression and has 
never failed to pay dividends to com- 
mon stockholders. In 1932 a deficit 
equal to 26 cents per common share 
was shown. In the following year 
(fiscal year ends about August 30) 
a profit equal to 98 cents per share 
was recorded. For the 24 weeks 
ended February 17, 1934, $1.02 per 
share was shown. Expectations are 
that earnings for the current fiscal 
year will approximate $2.50 per 
share. As the company has always 
followed a liberal dividend policy, 
present earnings improvement and 
favorable outlook suggest some in- 
crease in the rate of disbursement 
to common stockholders. The pres- 
ent annual rate of $1.20 per share 
was established on June 30, last, 
compared with the previous annual 
rate of $1. 

Despite the fact that the company 
has paid out in dividends to common 
stockholders 95 per cent of total 


AUGUST t, 1934 


earnings during the past five years, 
it reported a strong financial con- 
dition at the end of the last fiscal 
year. At September 2, 1933, net 
working capital stood at $8.2 mil- 
lions compared with $7.7 millions 
one year earlier. After allowing for 
the then outstanding bonds of 
$953,000, this was equai to $14.50 
per share of common stock. During 
the fiscal year ended September 2, 
1933, the company increased its in- 
ventory investment from $3.9 mil- 
lions to $6.8 millions. As prices of 
principal inventory items, particu- 
larly linseed oil, are well above a 
year ago, prospects of an inventory 
loss in the current fiscal year appear 
remote. 


Capitalization Simplified 


On July 1, 1934, Spencer Kellogg 
called its entire issue of deben- 
tures 6s, 1938, and present capi- 
talization consists of 500,000 shares 
of no par common. As the company 
should show earnings surplus, after 
common dividends, of about $500,000 
in the present fiscal year and de- 
preciation charges have been running 
around $350,000 annually, retire- 
ment of its debentures should make 
little difference in working capital 
position. Savings effected by the re- 
tirement of the bonds amount to 
about 12 cents a share of common. 

Dividend record of Spencer Kel- 
logg qualifies its common stock as a 
stable income issue. Current expan- 
sion in earnings and the prospects 
that this trend will be continued in- 
vest the stock with long term specu- 
lative possibilities at current prices 
of around 20. 


Mallory Passes On 


HE financial fraternity lost one 

of its older members in the 
death of Franklin I. Mallory, who 
passed away at his home in New 
York last week. Mr. Mallory had 
a long and active career in the 
brokerage business, extending over 
a quarter of a century. From 1927 
to 1932, Mr. Mallory had been a part- 
ner in the firm of Drayton, Penning- 
ton & Colket and before his death 
was a partner in the firm of Mallory, 
Pynchon & Eisemann, located at 120 
Broadway, New York, 


LOW PRICE 
STOCK READY 
TO MOVE? 


1. Company forging ahead— 
earnings increasing rap- 
idly—best seasonal period 
ahead. 


. Despite exceptional ouit- 
look, stock has yet to dis- 
count fully its possibilities. 
Selling under 10—we look 
for 50% increase. Obtain 
name and descriptive an- 
alysis of this stock . 

Write TODAY. 


FREE—NO OBLIGATION 


WINCHESTER 
INSTITUTE of FINANCE 


LAURENCE S. WINCHESTER, Paes. 


WINCHESTER . . MASS. 


Bonds... Above Call 
7 4 to Switch NOW! 


A special 

rt toclients 

our Staff has commune switches of 

174 important listed and unlisted bonds 

that are now above call price. We believe 
these bonds are now 


AT PEAK PRICES 


. because the great scarcity o: high grade 
investment issues has resulted in investors ay- 
ing a higher premium than normally for A a 
prominent bonds 


. and because the revision o/ the Securities 
Act has opened the door for new refunding 
operations to reduce .nterest rates. It is timel 
to revise your list and switch out of these bonds 
before refunding causes a lowering of income, 


{t you are a bondholder you should check 
‘our holdings against the list in this special 
UNITED OPINION Report. Introductory 
copy on request without obligation. 


SEND FOR SPECIAL REPORT FW-93 FREE) 
UNITED BUSINESS SERVICE 


210 Newbury St. Boston, Mass. 


STOCK MARKET STUDIES 


H. M. Gartley’s comprehensive Course 
of Instruction is designed to give the 
average man an understanding of stock 
rice fluctuations and to demonstrate 
ay be used to 
know When and What to Buy with 
profitable results in market operation. 


Brochure completely describing “Stock 
Market Studies” sent upon request. 


H. M. M. GARTLEY, Inc. 
76 William Street New York 
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BINDER 


HOLDS 26 ISSUES 


HIS handsome binder 

which we have pro- 
vided for the convenience 
of THE FINANCIAL WoRLD 
readers was designed by 
Paul Kummer, one of Amer- 
ica’s few noted modelers in 
metal. 


Between its artistic dark 
green leather-like covers, 
patterned after the best 
efforts of early masters in 
hand tooling, you can 
quickly and easily insert 
your copies of THE FINAN- 
CIAL WORLD as they come 
to you each weck, gradu- 
ally building up a valu- 
able reference volume of 
twenty-six issues. 


We supply these binders 
without profit as an ac- 
commodation readers 
who wish to preserve copies 
of THE FINANCIAL WoRLD 
in a convenient and perma- 
nent form in order to refer 
to analyses, ‘Bull and Bear” 
items and Factographs. 


Price prepaid 1s $2.00 to 
any part of the United 
States east of the Rocky 
Mountains; 25c extra post- 
age should be- added for 
points west of the Rocky 
Mountains. Orders for 
Canada also require 25c 
extra postage. Foreign 
postage 1s 50c extra. 


Money back if not satisfied 


New York 


The Commodity Situation 


Wheat and cotton react 

after establishing new high 
prices for the year, but other 
commodities pursue independent 
courses. . . Long western 
drought appears in breaking 
stage, but too late to aid grain 
crops. . . Cocoa market de- 
velops weakness because of situ- 
ation in Germany. 


ITH wheat and cotton estab- 

lishing new high prices for 
the year, irregularities naturally 
enough developed on profit taking 
liquidation and on a slowing of 
trade buying in anticipation of a 
moderate setback. Reports indicat- 
ing some amelioration of drought 
conditions, the extent and effect of 
which cannot yet be appraised, 
added other uncertainties to the 
situation, particularly in grains in 
which the reaction extended rela- 
tively much further than in cotton. 
Other commodities reflected no 
sentimental interest in cotton or 
grain, and only moderate activity. 
Price changes in them were mixed, 
ranging from moderate gains in 
coffee, metals and some of the 
minor staples to slight recessions 
in others. Cocoa was the most ac- 
tive with an erratic price movement, 
the tendency however being towards 
a lower trading range. The weak- 
ness in cocoa beans recently has 
been attributed to German condi- 
tions, as that country is the sec- 
ond largest consumer of the com- 
modity. There were few indications 
of good selling, however, and trade 
buying was noted on the recessions, 
at times in substantial volume. 
But it did not follow through on the 
recoveries. The difficulties in the 
way of substituting other commodi- 
ties for cocoa at prevailing prices 
has lessened the fears of foreign 
restrictions and the technical con- 
dition of the market appears good. 


OPPER in Europe made new 

lows in the past week, selling 
below 73 cents a pound, which com- 
pares with the Blue Eagle 9 cents. 
Domestic producers would be will- 
ing to lower their prices if there 
were any probabilities of demand 
increasing. The foreign situation 
is rather disturbing to the indus- 
try, and it appears that producing 
countries are dumping stocks for 
whatever price they will bring. 
The volume of trading in silver is 
showing signs of increasing, but 
the speculative attraction has been 
eliminated by the prohibitive tax 
on profits. Hedging is unprofitable, 
and open positions dangerous in 
view of the decreased interest. 


TREND OF COMMODITY PRICES 
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UST when the ordinary run of 

daily newspapers and the gen- 
eral magazines are awakening to 
the fact that there has been a 
severe drought over a very large 
area of the country, rains have be- 
gun to fall here and there, and the 
excessive temperatures show signs 
of waning. The seeming termina- 
tion of the arid spell comes too 
late to be of any value to the wheat 
crop, either winter or spring, and 
the area of moisture has not yet 
widened to include the southwest 
cotton fields where actual damage 
finally is being done by the long 
dry summer. 


HERE does not appear to be 

much fear that the cotton crop 
will be curtailed, by drought or by 
pest, sufficiently for the total to 
drop much below the Bankhead act 
limitations, and the rise in cotton 
prices, while steady, at no time has 
been spectacular. As recently as 
six weeks ago a crop within the 
planned yield appeared to justify a 
price of 13 to 14 cents a pound for 
the staple, and after having ad- 
vanced to that general zone the 
market steadied. But there is a 
real element of weakness in the cot- 
ton prospect in the undeterminable 
effect on the national buying power, 
of the drought, outside of the cotton 
belt, combined with industrial in- 
activity resulting from both strikes 
and slow business expansion. The 
earlier calculation that a ten-mil- 
lion bale crop would justify 14-cent 
cotton was based on a somewhat 
greater domestic consuming de- 
mand than now can be visioned on 
the horizon. This new factor in the 
situation has offset the calamitous 
advices from parts of Texas to the 
effect that the cotton in that section 
had been damaged beyond hope of 
recovery by from 75 to 95 consecu- 
tive days without rainfall. If cot- 
ton is to sell at 14 cents a pound in 
the next month or two, or even re- 
main above the 13-cent level, either 
the outlook for domestic consump- 
tion over the next several months 
must undergo a sharp change for 
the better or the cotton crop must 
be cut by Mother Nature to some- 
where around 9,500,000 bales. 
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A Sound Rail Bond for Income 


An analysis of the status of Pennsylvania Railroad deben- 


ture 44s, 1970, which are now available at a liberal yield. 


ESPITE the general weakness 

in railroad equities recently, no 
change appears necessary in the 
policy of accumulating medium 
grade bonds of the better carriers, 
which are still available on an at- 
tractive basis for income and capital 
enhancement over the longer term. 
Although traffic gains have nar- 
rowed in the past few weeks and 
the roads will be forced to absorb 
higher operating expenses, present 
uncertainties are not expected to be 
of protracted influence. Investors 
who are seeking conservative oppor- 
tunities may give consideration to 
the Pennsylvania Railroad debenture 
43s due in 1970 which offer a liberal 
yield under present conditions for 
an issue of this quality. 

Gross revenues of the system in 
the first five months of the current 
year increased almost 22 per cent, 
with fixed charges covered 1.22 
times. A moderate seasonal reces- 
sion in traffic has been noted in re- 
cent weeks, but the prospects of an 
upturn in the fall months are still be- 
lieved favorable. The company was 
in a sound financial condition on 
May 31, with net working capital 
of $42.8 millions, including cash and 
each items of $35.3 millions. The 
recent sale of $50 millions general 
44s should also strengthen the com- 
pany’s position, as the proceeds will 


retire maturing bonds bearing, on 
the average, a higher coupon rate. 
The new pension act should not have 
any effect on earnings, as the sys- 
tem’s own plan appears more liberal 
than the requirements of the new 
act seem to compel. 

There are outstanding $60 millions 
of the debenture 44s. The issue is 
callable at 1024 to April 1, 1940, and 
thereafter on a decreasing scale to 
maturity. Although not secured by 
a specific mortgage the debentures 
appear well protected by asset posi- 
tion and at the recent price of 91 
offer a yield of 5.05 per cent to ma- 
turity and 4.95 per cent per annum. 
The bonds can also be considered for 
transfer purposes from those issues 
which have exhausted near term pos- 
sibilities, and which are quoted above 
call prices. Investors who acted 
upon the recommendation in these 
columns in the May 2, 1934, issue, 
advising the purchase of the Inland 
Steel 43s series A around 96, could 
now transfer from those bonds, cur- 
rently selling at a point below call 
price, into the Pennsylvania deben- 
tures as a means of providing a 
greater income, and improved pros- 
pects for market appreciation. The 
normal earning power of the road 
and its sound financial position war- 
rant confidence in its obligations for 
retention over the medium term. 


Office Equipment Prospects 
| Continue Favorable 


chines should 


FFICE equipment sales con- 
tinued the uninterrupted up- 
trend in the first half of this year 
which has been in evidence since 
mid-1933 and thus practically all of 
the six months’ earnings statements 
for the leaders in the industry should 
show marked gains as compared 
with the first half of last year. 
Sharp price reductions which fea- 
tured the typewriter and adding ma- 
chine lines a year ago have been 
practically eliminated (by the NRA) 
and as a result the profit margins of 
most companies have been improved. 
Continued business recovery 
should release more of the pent-up 
demand for business equipment 


AUGUST 1, 1934 


Gains shown by manufacturers 
of typewriters and adding ma- 


be maintained 


which was deferred during the de- 
pression years and there is a good 
possibility that many offices will soon 
consider “system” installations of a 
kind which call for the purchase of a 
number of types of machines to sys- 
tematize the routine of an entire 
office or organization. Foreign busi- 
ness has continued to account for an 
increasing proportion of total sales 
volume and while theoretically earn- 
ings have been aided by dollar de- 
pression, actually some companies 
experience great difficulty in trans- 
ferring their funds from abroad. 
This situation, however, should show 
materjal improvement in the next 
year or two. 


FACTS & 
ON THE MARKET 


yOUTLOOKE 


No pools—no manipulation 
—no thin margins by law; 
yet stocks decline sharply. 


Can the slight seasonal de- 
cline in business be solely 
responsible? Is this decline 
now over—or is a severe 
anti-climax further down the 
calendar? Is there a hidden 
reason? 


We have drawn off a care- 
ful appraisal of the many 
facts and factors, and any 
Investor can profit thru 
knowing the true facts 
on the outlook now. 
FREE COPY YOURS 
Simply mail request now for 
BULLETIN AA 3430 


Lay TILLMAN SURVEY 
24 Fenway 
BOSTON. 


As 


Which Stocks a a 
——— Buy Now? 


Write for this 
report—gratis 
Babson’s 
Reports 


and the famous 
BABSONCHART 


—. Div. 3-48, Babson Park, Mass. [ 


Financing 
Mergers 
Rehabilitations 


Inquiries solicited from 
responsible sources 


H.D. WILLIAMS 


120 Broadway New York City 


REYNOLDS METALS COMPANY 
19 Rector Street, New York City 

A dividend of Twenty-five Cents (25¢) a share 
on the outstanding capital stock of REYNOLDS 
Merats Company, a Delaware corporation, has 
been declared, payable September 1, 1934, to 
holders of record on August 15, 1934. 

The transfer books will not be closed. Checks 
will be mailed by Bankers Trust Company. 


Wu. S. D. Woops, Assistant Secretary. 


Time to Buy? 


Our weekly bulletin ‘‘Market Action” tells you 
When to Buy and When to Sell leading active 
stocks. Free sample copy on request, or— 


Send $1 for 4 Weeks’ Trial 


WETSE Market Bureau, Inc. 


624A Empire State Bidg., N. Y. 
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Dividends Declared 


Regular 
Pe- Pay- Hldrs. of 
Company Rate riod able Re 
American Arch...............-. 25e Sept. 1 Aug. 21 
Amer. Bank Note pf............ 75e Oct. 1 Sept. 11 
Amer. Sugar Refining........... 50c Oct. 2 Sept. 5 
$1.75 Oct. 2 Sept. 5 
1.25 Sept. Aug. 10 
$1.25 Sept. 1 Aug. 10 
ton Gas 6 
” 62% Aug. 1 July 21 
Blue Ridge pf me Sept. 1 Aug. 
$1 Aug. 1 July 21 
.. .50e Oct. 1 Sept. 24 
Bridgeport Gas Light. -60¢ Sept. 29 Sept. 15 
Bristol Myers...... . Sept. 1 Aug. 10 
Buckeye Pipe Line. . ... 150 Sept.15 Aug. 24 
Steel Casting pf. $1.62!5 Aug. 1 July 24 
$1.50 Aug. 1 July 24 
Adding Mach........ 10c Sept. 5 Aug. 3 
Canadian Bank of Com......... . .$2 Sept. 1 July 31 
Carolus Imour................ 50c Aug. 1 July 2 
Central Mass Lt. & Pr. 69% pf... $1.50 Aug. 15 July 31 
10¢ Aug. 15 Aug. 1 
Chicago Yellow Cab............ 25¢ Sept. 1 Aug. 
Sept. 1 Aug. 15 
Cumberland Co. P. & L. pf... . .$1.50 Aug. 1 July 14 
Derby G. & E. $7 pf........... $1.75 Aug. 1 July 23 
$1.62'4 Aug. 1 July 23 
Aug. 15 Aug. 1 
50c Aug. 15 Aug. 3 
2 Oct. 1 Sept. 18 
Elec. 50c Oct. 1 Sept. 10 
50c Oct. 1 Sept. 10 
Florida Power Corp. pf, A...... 7. Sept. 1 Aug. 15 
87) 0c Sept. 1 Aug. 15 
50c Sept. 1 Aug. 15 
TES - $1.50 Nov. 1 Oct. 15 
mesee Brew, A.............- 1249c Aug. 1 July 25 
12)oc Aug. 1 July 25 
Grand Union $3 75¢ Sept. 1 Aug. 10 
Gt. Western Sugar... . . . -60e 2 Sept. 15 


Hobart Mfg 
Hollinger Gold Mines... 
Hydro-El. Sec. 5% pf, B. 


> 


2 

1 

Int'l Harvester pf...... . 75 Sept. 1 Aug. 4 
Kelvinator Corp............. 1244c Oct. 1 Sept. 5 
Kendall ale pt. pf...... .$1.50 Sept. 1 Aug. 10 
Kings County Trust... _. . . .$20 Aug. 1 July 25 
Lehigh Pwr. Securities Corp. 2 Sept. 1 Aug. 15 
| Sag Aug. 1 July 23 
Libby-Owens-Ford............. 3 Sept.15 Aug. 31 
40c Sept. 1 Aug. 1 
iggett & Myers Tob............ $1 Sept. 1 Aug. 15 
ROR $1 Sept. 1 Aug. 15 
i. Nash. R. R.. . $1.50 Aug. 25 July 31 

50e Aug. 15 Aug. 

MacMillan Co Aug. 15 Aug. 15 
$1.50 Aug. 8 Aug. 8 
Macy Sept. 1 Aug. 10 
Malone Lt. & Pwr. $6 pf $1.50 Aug. 1 July 18 
— Gas. & El. 7% caolkin pf. 871oe Aug. 1 July 20 
Do $6 pr. lien pf............. 75e Aug. 1 July 20 
Monsanto Chem.............. 25¢e Sept.15 Aug. 25 
Montana Power $6 pf.......... $1.50 Aug. 1 July 21 
National Container............ 50 Sept. 1 Aug. 15 

» 


National Pr. & Lt.. aa Sept. Aug. 6 

New ye Wat. “Lt. & Pr. 
$1.50 Aug. 1 July 20 
New Prowse, 5 Aug. 1 July 26 
Seer $1.75 Aug. 1 July 26 
Pant Falls 8% ist pf $2 Aug. 1 July 28 
Owens-Illinois Glass .75e Aug. 15 July 30 
Pacific Fire Ins...... . 75e Aug. 6 Aug. 4 
Pacific G. & El. 6% pf 3714e Aug. 15 July 31 
3434e Aug. 15 July 31 
Phillips Petroleum............ 25c Sept. 1 Aug. 6 
Potomac El. Pr. 6% pf....... $1.50 Sept. 1 Aug. 15 
Do5%4% pf. Sept. 1 Aug. 15 
Reynolds Metal 25e Sept. Aug. 15 
30¢ Aug. 1 July 20 
Royal Bank Canada............. $2 Sept. 1 July 31 
Rwy & Light Sec. pf........... $1.50 Aug. 1 July 27 
Ryerson (J. T.) & Sons.......... 25e Aug. 1 July 25 
40c Aug. 1 July 25 
$1.50 Aug. 1 July 25 
Shawinigan Water & Power... ... Aug. 15 July 25 
Sioux City G. & E. a pf $1.75 Aug. 10 July 31 
Smith (A. 0.) Cp. me Aug. 15 Aug. 1 
South Carolina Pr Ist pf. .. $1.50 Oct. 1 Sept. 15 
Mass. Pr. & El... . .50e July 31° July 19 
Stand’d Oil Kansas............. Oct. 31° Oct. 1 
Sterling Products............... 95c Sept. 1 Aug. 15 
25e Sept.15 Aug. 25 
Tampe 560 Aug. 15 July 31 
$1.75 Aug. 15 July 31 
Texas Gulf 50e Sept.15 Sept. 1 
Thompson (John Aug. 10 Aug 1 
:..$1 Aug. 1 July 20 
40¢ Sept. 1 Aug. 9 
$1.75 Nov. 1 Oct. 15 
81\%e Sept.15 Aug. 25 
Aug. 1 July 23 

Extra 

10c .. Sept. 1 Aug. 10 
Hollinger Cons. Gold Mines, Ltd..5¢ .. Aug. 13 July 7 
10c .. Aug. 1 July 2 
Ingersoll-Rand. . 1 Aug. 1 
Scott Paper. ....... 29 Sept. 15 
Sherwin. W illiams.. 15 July 31 
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The Bond Market 


+ 
TREND OF THE BOND AVERAGES 
1 100 

7 70 


ECOND grade and speculative bonds slumped badly last week in 
sympathy with equity shares, with railroad and communications issues 


showing the sharpest declines. 


High grade bonds maintained their posi- 


tions relatively well, most issues in this category losing only fractionally. 
A few, including Union Pacific first 5s, gained in the face of liquidation 


elsewhere. 


B. & O. Selis New Notes 


NCOURAGED by the successful 

sale of $50 millions Pennsyl- 
vania Railroad general mortgage 
43 per cent bonds, another large 
railroad flotation was launched last 
week by the bankers who sold the 
Pennsylvania bonds, in association 
with two other prominent invest- 
ment banking houses. Except for 
the Pennsylvania issue, last week’s 
offering of $50 millions Baltimore 
& Ohio five-year 4} per cent secured 
notes was the most important piece 
of public railroad financing in sev- 
eral years. The offering differed 
materially from that of the earlier 
issue in that it was not underwrit- 
ten by the bankers, but was taken 
by these houses on consignment. 
The bankers are selling the notes 
as agents, the RFC having under- 
written the issue. Any part of the 
notes not taken by the public will 
be purchased by the government 
agency at a price of 99. The notes 
were offered to, the public at par, 
the selling agents receiving a com- 
mission of only 1 per cent. 

The new notes are secured by 
pledge of 232,000 shares of Reading 
Company first preferred, 332,000 
shares of Reading second preferred, 
566,000 shares of Reading common 
and $38 millions principal amount of 
the refunding and general mort- 
gage 6 per cent bonds of the B. & 
O. This collateral had a market 
value of $83.6 millions as of July 
16, 1934, or more than 167 per cent 
of the principal amount of the 
notes. In view of the strong finan- 
cial position of the Reading and 
the high investment standing of its 
securities, the Reading collateral is 
regarded as being of excellent qual- 
ity despite the fact that it consists 
entirely of shares. The new notes 
appear to be very adequately se- 
cured. Rumors early last week to 
the effect that the issue was meet- 
ing a poor reception were not war- 
ranted. About 75 per cent of the 
notes had been distributed up to 


Wednesday, which may be consid- 
ered as very satisfactory in view 
of the exceptionally unfortunate 
background provided by general 
market conditions, and the large 
amount of bearish new articles ap- 
pearing in the press on the general 
railroad situation. In view of the 
quality of the collateral, and the 
strong come-back in earnings ef- 
fected by the B. & O., the notes 
appear attractive for short term 
investment. For intermediate term 
investment, the same road’s South- 
western division 5s, 1950, offer a 
good yield. The road’s long term 
junior bonds, issued under the re- 
funding and general mortgage, are 
more speculative, but appear mod- 
erately attractive for those who can 
assume a “business man’s risk.” 


Interest Cut on New HOLC Bonds 


interesting development 
reflecting the unusual status 
of the market for U. 8S. Government 
obligations is found in the an- 
nouncement that, beginning August 
1, the interest rate on new emis- 
sions of Home Owners Loan Cor- 
poration bonds will be reduced from 
3 to 2} per cent. These bonds are 
fully guaranteed as to both princi- 
pal and interest by the U. S. Gov- 
ernment, and are given in exchange 
for outstanding home mortgages in 
cases where the owner is in finan- 
cial distress and ean qualify for 
assistance under the terms of the 
federal legislation. The new HOLC 
bonds will mature in 1949 and will 
be redeemable atter August 1, 1939. 
Althougk U. S. Treasury notes 
maturing in 1939 bear coupons as 
low as 2) per cent, none of the 
maturities comparable to the HOLC 
bonds have an interest rate of less 
than 3 per cent. A long term issue 
at 2} per cent is an interesting sign 
of the times and indication of the 
trend in Governments. The funda- 
mentals of the credit situation sug- 
gest no near term reversal of the 
upward trend in U. S. obligations. 
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A Boom in Rail 
Buying? 


OLLOWING three exceptionally 
lean years, the railroad equip- 
ment companies are reaping the 
benefits of allocations of PWA funds 
totaling about $200 millions for new 
rolling stock, repairs and rails. The 
aggregate business of the equipment 
companies in the first six months 
was greater than the total for the 
three years 1931, 1932 and 1933. 
The orders will not be completed in 
time to permit most of the com- 
panies to report any very substantial 
improvement in earnings for the 
first half; in fact, the large ma- 
jority will probably show deficits. 
The larger volume of business 
will be reflected in the showing for 
the second half of 1934, despite the 
fact that new orders are currently 
at a low ebb and that new business 
will probably not appear in substan- 
tial volume until the first half of 
1935. Equipment orders, especially 
those for locomotives, require an ex- 
tended period for completion, and 
profits generally are not recorded un- 
til deliveries are made. Manufac- 
turers of parts and specialties may 
reflect the increased volume of busi- 
ness more quickly; these companies 
have benefited from increased appro- 


’ priations for maintenance as well as 


orders for new rolling stock. Com- 
panies in this category will probably 
report much better results for the 
full year of 1934 than the majority 
of the freight car and locomotive 
builders. 


Electric Equipment 


Sales Gain 


ILLINGS of the principal elec- 
tric equipment manufacturers 
during the first half of 1934 aver- 
aged some 35 per cent ahead of the 
corresponding period of last year. 
While profit margin on this business 
has been reduced somewhat as a re- 
sult of increased raw material and 
operating costs, practically all com- 
panies have succeeded in making a 
considerably improved earnings 
showing. Westinghouse entered the 
black in the second quarter, the first 
profit since the June quarter of 1931. 
Steady progress has been made in 
electric household appliance sales 
and although the larger concerns 
make meager profits on this type of 
business, there is some promise of 
application of the mass production 
idea in this field so that the small 
appliance business is becoming an 
increasing potential earnings factor. 
A substantial back-log of demand 
for heavy duty equipment exists but 
will not become effective until utility 
capital is easier to secure. The 
ground work for this is being laid 


but it is doubtful if much will be- 


AUGUST 1.1934 


spent for new machinery until next 
year. Until this type of business 
improves, the equipment producers 
cannot hope for substantially larger 
earnings. Conservative positions in 
the shares of General Electric and 
Westinghouse Electric need not be 
disturbed although the incentive for 
materially higher prices may be ab- 
sent during the next several months. 


BOOK REVIEW 


THE ECONOMY OF ABUNDANCE. By 
Stuart Chase, The Macmillan Company, 
New York, 127 pages, price $2.50. 


N THIS most stimulating and 

readable book the author draws 
upon his wide background of knowl- 
edge and experience in the fields of 
technology and economics to present 
a well thought out analysis and ap- 
praisal of the economic crisis of the 
depression and our attempts to cure 
it. The entire study is placed within 
the framework of a long range per- 
spective of the evolution of our 
modern civilization, 

The book is not partisan to any 
particular school of social or eco- 
nomic reform, but presents in con- 
crete terms a conception of the 
fundamental economic and_ social 
significance of the changing status 
which is being forced upon us 
through the advanced technology of 
the power age and its resultant 
“economy of abundance.” <A wealth 
of factual and statistical material 
drawn from many sources supports 
the authoritativeness of the work. 


APPRAISAL OF ACTIVITY 
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concluded from 


page 


second quarter 24 million, while 
June reached a low volume of 16.8 
million shares, 27 per cent below the 
low month of 1932 and a low point 
not equalled since May, 1924. Al- 
though a sustained volume of trans- 
actions equal to that of the period 
from 1927 to 1930 is not likely to be 
reached until the country approaches 
considerably nearer than it now is to 
“boom times” the mere fact that 
security ownership is now so im- 
measurably wider diffused than it 
was a decade or two ago, seems a 
clear indication that daily trading 
volume of less than a million shares 
a day is not destined to be a perman- 
ent aspect of the New Deal. Not 
only are there more individuals in- 
terested in stocks, but there also are 
more stock issues available for pub- 
lic ownership, and thus _ indefinite 
continuation of a trading volume 
little larger than that of ten or fif- 
teen years ago would to say the least 
be highly inconsistent with the pro- 
portions to which stock ownership 
has grown, 


A_BIG B 


$5.50 Worth of Books 
for $2.75 


ecause a dealer was over- 
stocked we have just been able 
to buy a limited number of 
$1.00 and $3.00 financial 
books at considerably less than 
usual wholesale prices. While 
the supply lasts we want to give 
Financial World readers the 
benefit of a big book bargain— 
$5.50 worth of books for only 
$2.75 postpaid! Here is the 
offer: 
“The Common Sense of 
Money and Investments”’ 

By — Stanley Rukeyser (333 

“How to Play 
the Stock Market” 


By Lowis W. Lowe (127 pages— 
1. 


“The Dow Theory” 
(Miniature Edition) 
=: Rhea (111 pages—paper 


“When You Sign 

a Check”’ 
Vital Facts for Everyone with a 
Checking Judge Louis 
Harris (116 pages) 


Total 
All the Above $5.50 Worth of 
Books for Only $2.75 Postpaid 
Supply Limited—Act Quickly 
Address: 


The Financial World Book "a 
53 Park Place, New York, 


x00 


MAKE MONEY 
SELLING 
SUBSCRIPTIONS 


There is a profitable opening for 
responsible subscription represen- 
tatives in a number of cities 
where The Financial World has 
no active salesman at present. 
You can surely sell our popular 
new features: ‘“‘F.W.’s Stock 
Factographs”’ and specific opinion 
(favorable or unfavorable) intro- 
ducing each item ‘‘Among the 
Bulls and Bears,’’ especially to 
people who recognize the value 
of unbiased investment informa- 
tion. Liberal commission and 


bonus. Full particulars sent on 
request. Address: Promotion 
Manager, The Financial World, 


53 Park Place, New York, N. Y. 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest to our sub- 
scribers. Upon request, and without obliga- 
tion, any of the literature listed below will be 
sent free direct from the houses by whom issued. 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


Please print each request on a separate 
sheet together with name and address. 


ODD LOTS—A well-known firm, member of the New York Stock 
Exchange, has published a booklet setting forth the advan- 
tages for both the small and large investors dealing in odd lots, 
WEEKLY FORECASTS—Based on the United Opinion of 
Recognized Business and Economic Authorities, and giving 
definite selling and buying advice on leading stocks. 
BROKERAGE SERVICE TO INVESTOR AND TRADER—A 
well-known New York Stock Exchange firm has prepared this 
informative folder. 

STATISTICAL ADVICE ON GRAIN FUTURES, COTTON, 
STOCKS AND BONDS—Thoroughly covered in the bulletins; 
issued by a middle western service. These bulletins should 
be of great interest to every grain trader. 

DAILY STOCK MARKET GUIDE—A letter, issued daily, pre- 
dicts the probable market action of 30 industrial and five 
railroad stocks. Predictions are based on Scientific Analysis 
of the Technical Position and are given as opinions only. 
REPRESENTATIVE COMMON STOCKS AS LONG TERM 
INVESTMENTS—A tabulation of the record of 50 companies 
over varying periods of time Made available to interested 
investors by a New York Stock Exchange house. 
INVESTING AND TRADING UNDER THE NEW SECURI- 
TIES EXCHANGE ACT—Possible effects of the new Securi- 
ties Exchange Act from the standpoint of the trader and 
investor are summarized in this pamphlet. 

TRADING METHODS—A 24-page booklet issued by a New 
York Stock Exchange house, containing a brief explanation 
of the different operations pertaining to stock market trading. 
HOW TO ANALYZE COMMON STOCKS—A most concise 
method for determining the bottom for stock prices is fully 
described in a recently published booklet. All of the essen- 
tials of price setting are boiled down to four simple rules. 
MAKING MONEY IN STOCKS—A straightforward, compre- 
hensive treatise on sound methods to pursue in the purchase 
and sale of listed securities. 

MARKET ACTION—A weekly trading bulletin in which definite 
buying and selling reccmmendations are presented. Com- 
plete transactions are assured through weekly follow-up dis- 
cussions on each commitment. 

ANSWERING AN IMPORTANT QUESTON—If you really 
want to know what life insurance and annuities can do for 
you, you'll appreciate the simple, untechnical answer in a 
new booklet issued by one of the largest insurance compa- 
nies in America. 

STOCK MARKET OUTLOOK—BULLETIN—Issued by an in- 
vestment advisory organization. Takes definite position from 
both long pull and short term standpoint with specific recom- 
mendations in regard to individual securities. 

RADIO GUARANTEEING WORLD-WIDE RECEPTION—A 
set enabling you to receive broadcasts from Europe, the 
Orient, Australia, in fact most anywhere you choose, direct.¢ 
Superb on domestic broadcasts, too. Costs no more than 
many less efficient models of ordinary receivers. 

$6,000 TO $600,000 IN A LIFETIME—By a continuous ap- 
plication of fundamental! principles it has been possible in 
an Investment Lifetime to accomplish such a growth in 
capital without borrowing. Compiled in the largest statistical 
community in America. 

5,436-WORD INVESTING AND TRADING PAMPHLET— 
Which tells how to protect your capital and accelerate its 
growth, and intelligently covers, from the technical viewpoint, 
the important questions when to buy and when to sell. 
POINTING THE WAY TO MARXET PROFITS—New 60-page 
brochure, just off the press, has been prepared with the pur- 
pose of supplying the average investor and trader with a 
comprehensive and clear-cut understanding of a highly en- 
lightening course of instruction. 

MARKET INDEX—A weekly bulletin covering general reflec- 
tions on factors which will influence a turn in the market. 
Separate comments on the Washington Influence and Business 
Traffic Signals. Also, definite recommendations of low-priced 
stocks. 

ANNUITIES EXPLAINED—One of the largest life insurance 
companies has issued a new booklet which describes in simple 
language the different kinds of annuities issued by it. Ex- 
amples are included which indicate how these various forms 
of guaranteed life incomes meet the needs of men and women 
in all walks of life. 

DOW THEORY COMMENT—Provides a sound appraisal of the 
market’s trend—no tips. Subscribed to by many of the coun- 
try’s most experienced tradeis. A recent letter will be sent 
gratis 

FRO «I $8, 000 to $250,000,000—-One of America’s oldest utility 
groups has issued a booklet of 48 pages, in which is presented 
a description of the history and development of this prosper- 
ous corporation that came into existence in 1886 with assets 
of $8,000 working capital and that now has assets of over 
$250,000,000. Investors will find much of interest and value 
in this booklet. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


—— 1934 1933 

4 WEEKLY TRADE INDICATORS _ 21 July14 July 22 
*Crude Oil Production (bbis.)........ 2,592,800 2,600,750 2,673,350 
Electric Power Output (000 K.W.H.). 1, 663; 771 1,647,680 1,654,424 
{Steel Output (% of capacity)........ 27.1% 28.8% 58% 
tAutomobile Production (U.S. A.).... 65,829 66,632 63,137 
{Commodity Price Index...... 76.2 76.2 68.5 
July 14 July7 July 15 
§Bank Clearings New York Cit: $3,232 $3,077 $3,831 
§Bank Clearings Outside of N. aC. 1,922 1,889 1,823 


‘Total car loadings (number of cars).. 602,778 519,807 653,661 
Bituminous Coal Production (tons) . 987,000 1,024,000 1,161,000 
Financial World Index of Indus- 

54.2 49.3 62.5 


*Daily ive. tAs of beginning of following week. {Cram’s 
Report. §000.000 Omitted. {Journal of Commerce. 


4 FEDERAL RESERVE REPORTS MEMBER BANKS 


1934 

(000,000 omitted) July 18 July11 July 19 

Deposits—New York City......... $7,593 $7,574 i 
Deposits—Outside New York City. 10,967 10,932 9,417 
Loans on Securities—N.Y.C...... 5 1,718 1,752 1,862 
Loans on Sec.—Outside N. Y.C..... 1,804 1,801 2,002 
*Investment—New York City....... 1,134 1,103 1,068 
*Investments—Outside N. Y.C...... 1,975 1,966 1,904 
Total loans and discounts .... ..... 7,961 8,006 8.654 
Total commercial loans............. 4,439 4,453 4,790 
Total net demand deposits.......... 12,697 12,641 10,667 
Total time deposits...............- : 4,510 4,512 4,547 
Total brokers’ loans. 1,031 1,059 967 

4 RESERVE SYSTEM 
Federal Reserve System gold ratio. 69.7% 69.5% 68.4% 
. Y. Federal Reserve Bank ratio. 71.0% 70.6% 59.4% 
Total Money in Circulation........ ° $5,328 $5,344 $5,348 
*Other than U. S. Govt. Securities. 
4 FOREIGN EXCHANGE 4 COMMODITY PRICES 
ge 1933 1934 1933 


Par uly 4 July 25 
$8.24 England. ro 043 4.66 
1.69 Can. Dollar101. 52 94.94 


July 24 J yA 25 
Copper (Ib.) . $0.09 $0.0 
Cotton (Ib.).. 


8.58 7.36 Tron (ton)... 20.26 17.34 
23.54 Belgium*... 23.37 19.50 Rubber (Ib.). .082 
40.33. Germany.. .38.80 33.25 Silver (0z.)... 37% 
Sugar (ib.)... 0.475 .0470 


84.40 Japan..... 29.87 29.81 
20.25 Brazilt.... 8.50 8.50 §Wheat (bu.). .97% 93 % 


*Belga. {tNominal. §September futures. 


4 WEEKLY CAR LOADINGS 


Freight car loadings indicate current scetional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 


current month, 
Week ended Same 


Swe July 7 week Change 
Eastern District 1934 1933 % 
Baltimore & Ohio............... ‘ 40,940 42,493 -— 4 
Chesapeake & Ohio. ............. 25,774 25,543 + 1 
Delaware & Hudson.............. 9,464 10,916 -13 
Delaware, Lackawanna & Western 12,164 12,259 -1 
22,021 23,127 - 5 
New York, New Haven & ae 18,820 20,742 - 
New York, Chicago & St. Louis. . 10,755 11,938 —10 
11,010 11,123 - 1 
6,784 6,324 + 7 
Southern District 
Atlantic Coast Line............... 9,834 10,571 -— 7 
Louisville & Nashville............. 16,057 19,686 -—18 
Southern Ry. System............ ° 25,224 28,896 —13 
Northwest District 
Chicago & Great Western.......... 4,096 4,501 -9 
Chi., Milw., St. Paul & Pacific. .... 21,587 21,979 - 2 
Chicago & Northwestern ......... 28,812 28.786 pice 
14,460 10,285 +41 
Central West District 
Atchison, Topeka & Santa Fe...... 23.820 22,233 +7 
Chicago, Burlington & Quincy..... 19,384 19,341 oe 
Chicago, Rock Island & Pacific... 15,951 16,879 - 5 
Chicago & Eastern Illinois. ..... 3,792 4,099 - 7 
Denver & Rio Grande Western .... 3.386 2,558 +32 
Southern Pacific System 5 Mos 26,941 23,239 +16 
; 15,505 15,295 + 1 
Southwestern District 
Kansas City Southern............. 2,503 2,603 -— 4 
Missouri-Kansas-Texas........... 6,708 6.193 + 8 
St. Louis-San Francisco. ......... 9,532 9,793 - 3 
St. Louis-Southwestern........... 3,377 3,712 - 9 
(errr 7,601 7,010 + 8 


(Compiled from American Railway Association figures) 
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